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WEDNESDAY, JUNE 2, 1954 


House or RepresENTATIVES, 
CoMMITTEE ON INTERSTATE AND Foreign CoMMERCE, 
Washington, D.C. 

The committee met at 10 a. m. in room 1334, House Office Building, 
Hon. Charles A. Wolverton (chairman) presiding. 

The Cuarrman. The committee will come to order. 

The hearing beginning this morning—the third held by this com- 
mittee on railroad retirement legislation during the 83d Congress— 
will be devoted to some 30 bills to amend the Railroad Retirement 
Act which have not yet been the subject of hearings before this 
committee. 

As most of you know, this committee held hearings last year on 
H. R. 356 and 17 similar bills proposing to repeal the dual-benefit 
restriction provision in the 1951 amendments to the Railroad Retire- 
ment Act (section 7 of Public Law 234, 82d Congress). Under this 
provision of the law, a railroad retirement annuity which is based in 
part on service before 1937 must be reduced if the annuitant is receiv- 
ing, or is eligible to receive on application, an old-age insurance benefit 
under the Social Security Act. 

This committee reported favorably H. R. 356, repealing section 7 
of Public Law 234 retroactive to October 30, 1951, the date it became 
effective. This bill passed the House of Representatives on July 24, 
1953. Last Friday the Senate Committee on Labor and Public Wel- 
fare reported favorably S. 2178, a bill identical to H. R. 356. It is 
my understanding the Senate will give further consideration to this 
bill this afternoon. I hope they do. 

Again in March of this year the committee held hearings on H. R. 
7840 and 10 other identical bills. A summary of the principal pro- 
visions of this bill is as follows: 


SUMMARY OF PROVISIONS OF H. R. 7840, A BILL TO AMEND THE RAILROAD 
RETIREMENT ACT, RATLROAD RETIREMENT TAX ACT, AND RAILROAD 
UNEMPLOYMENT INSURANCE ACT 

1. Widows’ benefits at age 60 
Under present law aged widows are not eligible for survivor benefits 

until age 65. The bill reduces the eligibility age to 60. 

2. Disability work clause 
Under present law, a disability annuitant is deemed recovered if he 

earns more than $75 in each of 6 consecutive months. The bill pro- 

vides for withholding the annuity in any month in which more than 
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$100 is earned. This will remove hardships on the one hand and 
eliminate abuses on the other. 
3. Survivor's benefits for disabled children and widowed mothers 
Under present law, a widowed mother and her child cease getting 
survivor's benefits when the child reaches age 18 even though the child 
may be completely disabled for any employment. The bill provides 
that if the child is permanently and totally disabled, the survivor’s 
benefits to the widowed mother and child will continue beyond age 18. 


4. Maximum creditable and taxable compensation 

Under present law the maximum compensation that is taxable 
and creditable for both railroad retirement and unemployment in- 
surance purposes is $300 per month. The bill increases this maxi- 
mum to $350 both for tax purposes and for credit toward benefits 
under both the railroad retirement and unemployment insurance sys- 
tems. In connection with establishing the new benefit rates for credit- 
ing this additional compensation under the Unemployment Insurance 
Act, it is also provided that the daily benefit rate shall not be less than 
one-half the last daily rate of pay at which he worked in railroad 
employment, but with a maximum of $8. 
5. Crediting of compensation earned after age 65 

Under present law compensation earned after retirement age is 
used in computing the annuity even though, through lower earnings 
in later years, this operates to reduce the annuity. The bill pro- 
vides for disregarding such compensation (though crediting the 
service) if using such compensation would reduce the annuity. 


6. Receipt of both survivor annuity and retirement annuity 


Under present law a widow who has had railroad employment 
and is eligible for a retirement annuity in her own right and who 
would also be eligible for a survivor annuity by reason of her hus- 
band’s employment has the latter offset against the former and cannot 
receive both ; the bill provides for both to be paid. 


7. Delegates to conventions 

Under present law service as a delegate to a labor organization 
convention is covered employment. These conventions frequently 
include delegates from units outside the railroad industry or outside 
the country who have no other covered employment. The accumu- 
lation of these trifling credits is of no substantial value compared 
with the nuisance of recording it and collecting the taxes on it. The 
bill excludes such service from coverage where the individual has 
no other covered employment. 

The committee has not yet acted on H. R. 7840. 

The 30 bills which we will hear now are as follows: 

H. R. 122, by Mr. Dorn of New York; H. R. 149, by Mr. Martin 
of Iowa; H. R. 203, by Mr. Wickersham; H. R. 239, by Mr. Cunning- 
ham; H. R. 240, by Mr. Cunningham; H. R. 243, by Mr. Cunningham; 
H. R. 456, by Mr. Kearney; H. R-: 528, by Mr. O’Brien of New York; 
H. R. 594, by Mrs. St. George; H. R. 1378, by Mr. Cretella; H. R. 
1544, by Mr. Fino; H. R. 1736, by Mr. Van Zandt; H. R. 1737, by Mr. 
Van Zandt; H. R. 1738, by Mr. Van Zandt; H. R. 1999, by Mr. Rees of 
Kansas; H. R. 3104, by Mr. Van Zandt; H. R. 4946, by Mr. Van Zandt; 
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H. R. 5254, by Mr. Pillion; H. R. 5269, by Mr. Cunningham; H. R. 
5571, by Mr. Jonas of Illinois; H. R. 5625, by Mr. Radwan; H. R. 
5631, by Mr. Baker; H. R. 5854, by Mr. Perkins; H. R. 5936, by Mr. 
D’Ewart; H. R. 6403, by Mr. Mack of Illinois; "H. R. 7765, by Mr. 
Bailey; H. R. 7843, by Mr. Bennett of Michigan; H. R. 7916. by Mr. 
Selden; H. R. 7998, by Mr. Engle; and H. R. 8522, by Mr. Poff. 

Approximately half of these bills provide for full retirement 
annuity after 30 or 35 years of service, regardless of age, or at age 
60, at half of the employee's average monthly compensation during 
his 5 years of highest earnings. Three other bills would permit 
retirement on a full annuity after 30 years of service, regardless of 
age, such annuity to be computed on the basis of the present formula. 
There are several proposals to increase present annuities and pen- 
sions by 15 per cent, or 25 percent, as the case may be. Some bills 
provide for a lowering of the age requirement for a spouse’s annuity, 
or widow’s annuity, and increasing the amount of such annuities. 
Two of the above bills, namely, H. R. 3104 and H. R. 7916, contain 
proposals which are already incorporated in H. R. 7840, upon which 
hearings were held. There are other proposals among these 30 bills 
which I have not mentioned. 

Copies of these bills and the reports thereon from executive depart- 
ments and agencies will be made a part of the record at this point. 

(The bills and reports referred to are as follows :) 


[H. R. 122, 83d Cong., Ist sess.] 


A BILL To amend the Railroad Retirement Act of 1937 to provide full annuities for 
individuals who have completed thirty years of service; to provide annuities thereunder 
equal to one-half the average monthly compensation on the basis of the five years of 
highest earnings 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) section 2 (a) of the Railroad Retire- 
ment Act of 1937 is amended by striking out numbered paragraphs 2 and 3 and 
inserting in lieu thereof the following: 

“2. Individuals who will have completed thirty years of service ;’’. 

Sec. 2. Section 8 (a) of such Act is amended to read as follows: 

(a) An individual who completes thirty years of service shall receive 50 per 
centum of the averaged rate of monthly compensation, not in excess of $400 per 
month, of his five years of highest earnings. 

“(1) In computing the five years of highest earnings an individual is not to be 
penalized due to absence from service by permission, sickness, or injury within 
that period of computation.” 

Sec. 3. (a) The amendments made by this Act shall be effective with respect 
to all annuities heretofore or hereafter awarded and payable for the months 
beginning on or after the first day of the first calendar month beginning after 
the date of enactment of the Act. 

(b) Nothing contained in this Act shall reduce any annuity or benefit now 
paid or provided for. 


[H. R. 149, 88d Cong., Ist sess.] 


A BILL To amend the Railroad Retirement Act of 1937, as amended, so as to provide full 
annuities, at compensation of half salary or wages based on the five highest years of 
earnings, for individuals who have completed thirty-five years of service or have attained 
the age of sixty 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 2 (a) of the Railroad Retire- 
ment Act of 1937, as amended, is hereby amended by striking out subsections 1, 2, 
and 3 and inserting in lieu thereof the following: 

“1. Individuals who on and after the enactment date will have completed 
thirty-five years of service or have attained the age of sixty.” 
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Seo. 2. Wherever else in the Railroad Retirement Act of 1937, as amended, is 
found the phrase “the age of sixty-five” that phrase shall be changed to read 
“upon completion of thirty-five years of service or have attained the age of sixty.” 

Sec. 3. That section 3 (e) of the Railroad Retirement Act of 1937, as amended, 
is hereby amended by striking out subsections A, B, and C and inserting in lieu 
thereof “An individual who completes thirty-five years of service or attains the 
age of sixty shall receive one-half of the averaged rate of monthly compensation, 
not in excess of $300 per month, of his five highest years of earnings.” 

(1) In computing the five highest years of earnings an individual is not to be 
penalized due to absence from service by permission, sickness, or injury within 
that period of computation. 

Sec. 4. The amendment made by the first section of this Act shall be effective 
with respect to annuities payable four calendar months after the month in which 
this Act is enacted, and shall apply without application therefor, in the case of 
each individual whose annuity was reduced by one one-hundred-and-eightieth 
for each calendar month that he was under age sixty when his annuity began 
to accrue. 

Sec. 5. Nothing herein shall reduce any annuity or benefit now paid or 
provided for. 





[H. R. 208, 83d Cong., 1st sess. ] 


A BILL To amend the Railroad Retirement Act to provide that a railroad employee who 
has completed thirty years of service may retire on a full annuity, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States 
cf America in Congress assembled, That paragraphs 2 and 3 of section 2 (a) of 
the Railroad Retirement Act of 1937, as amended, are amended to read as 
follows: 

‘2. Individuals who will have completed thirty years of service.” 

Sec. 2. Section 2 (e) of such Act (relating to spouse’s annuity) is amended 
by inserting “or has completed thirty years of service” in clause (i) thereof 
directly after “has attained the age of 65”. Such section 2 (e) is further 
amended (1) by striking out the first proviso, (2) by striking out “Provided fur- 
ther” and “And provided further” and inserting in lieu thereof “Provided, how- 
ever” and “Provided further”, respectively, and (3) by striking out “this third 
proviso” and inserting in lieu thereof “this second proviso”. 

Sec. 3. Section 3 (e) of such Act is amended by striking out “section 2 (a) 
(3) or” each place it appears therein. 

Sec. 4. The amendments made by this Act shall apply only with respect to 
annuities accruing for months beginning after the month in which this Act is 
enacted. 





[H. R. 239, 83d Cong., 1st sess. ] 


A BILL To amend the Railroad Retirement Act of 1937, as amended, so as to provide 
full annuities, at compensation of half salary or wages based on the five highest years of 
earnings, for individuals who have completed thirty-five years of service or have attained 
the age of sixty 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 2 (a) of the Railroad Retirement 
Act of 1937, as amended, is hereby amended by striking out subsection 1, 2, 
and 3 and inserting in lieu thereof the following: 

“1. Individuals who on and after the enactment date will have completed 
thirty-five years of service or have attained the age of sixty.” 

Sec. 2. Wherever else in the Railroad Retirement Act of 1937, as amended, is 
found the phrase “the age of sixty-five’ that phrase shall be changed to read 
“upon completion of thirty-five years of service or have attained the age of 
sixty.” 

Sec. 3. That section 3 (e) of the Railroad Retirement Act of 1937, as amended, 
is hereby amended by striking out subsections A, B, and © and inserting in lieu 
thereof “An individual who completes thirty-five years of service or attains the 
age of sixty shall receive one-half of the averaged rate of monthly compensa- 
tion, not in excess of $300 per month, of his five highest years of earnings.” 

(1) In computing the five highest years of earnings an individual is not to be 
penalized due to absence from service by permission, sickness, or injury within 
that period of computation. 
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Sec. 4. The amendment made by the first section of this Act shall be effective 
with respect to annuities payable four calendar months after the month in which 
this Act is enacted, and shall apply without application therefor, in the case 
of each individual whose annuity was reduced by one one-hundred-and-eightieth 
for each calendar month that he was under age sixty when his annuity began to 
accrue. 

Sec. 5. Nothing herein shall reduce any annuity or benefit now paid or provided 
for. 





[H. R. 240, 83d Cong., 1st sess.] 


A BILL To amend the Railroad Retirement Act of 1937, as amended, so as to provide full 
annuities, at compensation or half salary or wages based on the five highest years of 
earnings, for individuals who have completed thirty years of service or have attained 
the age of sixty 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That section 2 (a) of the Railroad Retire- 

ment Act of 1937, as amended, is hereby amended by striking out subsections 

1, 2, and 3 and inserting in lieu thereof the following: 

“1. Individuals who on and after the enactment date will have completed 
thirty years of service or have attained the age of sixty.” 

Sec. 2. Wherever else in the Railroad Retirement Act of 1937, as amended, 
is found the phrase “the age of sixty-five’ that phrase shall be changed to 
read “upon completion of thirty years of service or have attained the age of 
sixty.” 

Sec, 3. That section 3 (e) of the Railroad Retirement Act of 1987, as amended, 
is hereby amended by striking out subsections A, B, and C and inserting in lieu 
thereof “An individual who completes thirty years of service or attains the age 
of sixty shall receive one-half of the averaged rate of monthly compensation, 
not in excess of $300 per month, of his five highest years of earnings.” 

(1) In computing the five highest years of earnings an individual is not to 
be penalized due to absence from service by permission, sickness, or injury 
within that period of computation. 

Sec. 4. The amendment made by the first section of this Act shall be effective 
with respect to annuities payable four calendar months after the month in 
which this Act is enacted, and shall apply without application therefor, in the 
ease of each individual whose annuity was reduced by one one-hundred-and- 
eightieth for each calendar month that he was under age sixty-five when his 
annuity began to accrue. 

Sec. 5. Nothing herein shall reduce any annuity or benefit now paid or pro- 
vided for. 





[H. R. 243, 83d Cong., 1st sess.] 


A BILL To provide for a 25 per centum increase in the annuities and pensions payable to 
railroad employees and to their survivors 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (a) of section 3 of the Rail- 
road Retirement Act of 1937, as amended, is amended to read as follows: 

“(a) The annuity shall be computed by multiplying an individual’s ‘years of 
service’ by the following percentages of his ‘monthly compensation’: 3 per 
centum of the first $50, 244 per centum of the next $100, and 114 per centum 
of the next $150.” 

Sec. 2. Subsection (e) of section 3 of the Railroad Retirement Act of 1937, 
as amended, is amended by striking out “$3.60” and inserting in lieu thereof 
“$4.50” and by striking out “$60” and inserting in lieu thereof “$75”. 

Sec. 3. Section 5 (1) (10) of the Railroad Retirement Act of 1937 is hereby 
amended— 

(1) by striking out “40 per centum” wherever it occurs and inserting 
in lieu thereof “50 per centum” ; 

(2) by striking out “10 per centum” wherever it occurs and inserting in 
liev thereof “1214 per centum” ; 

(3) by striking out “$33.33” and inserting in lieu thereof “$41.66” ; 

(4) by striking out “$ and inserting in lieu thereof “$31.25”; and 

(5) by striking out “$13.33” and inserting in lieu thereof “$16.66”. 

Sec. 4. The amendments made by this Act shall apply to all annuities under 
sections 2 and 5 of the Railroad Retirement Act of 1937, as amended, accruing 
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during calendar months following the month of enactment of this Act other 
than joint and survivor annuities heretofore awarded and survivor annuities 
deriving from joint and survivor annuities heretofore awarded. All annuities 
under the Railroad Retirement Act of 1935 and all joint and survivor annuities 
heretofore awarded and survivor annuities deriving from joint and survivor 
annuities heretofore awarded, accruing during the calendar months following 
the month of enactment of this Act, and all pensions due in months following 
the first calendar month after the enactment of this Act, shall be increased by 
25 per centum. All recertifications required by reason of the provisions of this 
Act shall be made by the Railroad Retirement Board without application 
therefor. 





[H. R. 456, 83d Cong., 1st sess.] 
A BILL To amend the Railroad Retirement Act of 1937 to provide full annuity for 
individuals who have completed thirty years of service, and to provide annuities there- 


under equal to 50 per centum of the average monthly salaries or wages based on the five 
years of highest earnings 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) the first paragraph of section 2 (a) 
of the Railroad Retirement Act of 1937 is amended by 

(1) striking out numbered subparagraph 2 thereof and inserting in lieu 
thereof the following: 

“2. Individuals who will have completed thirty years of service regardless of 
age.”; and 

(2) striking out subparagraph 38 thereof. 

(b) Subsection 3 (a) of such Act is amended to read as follows: 

“(a) The annuity shall be computed by multiplying an individual’s ‘years of 
service’ by 50 per centum of his ‘monthly compensation’,” 

(c) Subsection 3 (c) of such Act is amended by cutting out all to and includ- 
ing the word “except”, and inserting in lieu thereof the following: 

“(c) The ‘monthly compensation’ shall be the highest average compensation 
paid to an employee monthly with respect to any period of sixty consecutive 
calendar months included within his ‘years of service’, except’’. 

(d) In computing the period of sixty consecutive months an individual is not 
to be penalized due to absence from service by permission, sickness, or injury 
within that period of computation. 

Sec. 2. (a) The amendments made by this Act shall be effective with respect 
to all annuities heretofore or hereafter awarded and payable for months begin- 
ning on or after the first day of the first calendar month beginning after the 
date of enactment of this Act. 

(b) Nothing contained in this Act shall reduce any annuity or benefit hereto- 
fore paid or hereafter provided for. 


[H. R. 528, 88d Cong., ist sess. ] 


A BILL To amend the Railroad Retirement Act of 1937 to provide full annuity for indi- 
viduals who have completed thirty years of service; to provide annuities thereunder 
equal to 50 per centum of the average monthly salaries or wages based on the five years 
of highest earnings 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) the first paragraph of section 2 
(a) of the Railroad Retirement Act of 1937 is amended by— 

(1) striking out numbered subparagraph 2 thereof and inserting in lieu thereof 
the following: 

“2. Individuals who will have completed thirty years of service regardless 
of age.” ; and 

(2) striking out subparagraph 3 thereof. 

(b) Subsection 3 (a) of such Act is amended to read as follows: 

“(a) The annuity shall be computed by multiplying an individual’s ‘years of 
service’ by 50 per centum of his ‘monthly compensation’,” 

(c) Subsection 3 (c) of such Act is amended by striking out all to and in- 
cluding the word “except”, and inserting in lieu thereof the following: 

“(c) The ‘monthly compensation’ shall be the highest average compensation 
paid to an employee monthly with respect to any period of sixty consecutive 
calendar months included within his ‘years of service’, except”’. 
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(d) In computing the period of sixty consecutive months an individual is not 
to be penalized due to absence from service by permission, sickness or injury 
within that period of computation. 

Sec. 2. (a) The amendments made by this Act shall be effective with respect to 
all annuities heretofore or hereafter awarded and payable for months beginning 
on or after the first day of the first calendar month beginning after the date 
of enactment of this Act. 

(b) Nothing contained in this Act shall reduce any annuity or benefit hereto 
fore paid or hereafter provided for. 


[H. R. 594, 88d Cong., Ist sess.] 


A BILL To provide that railroad employees may retire on a full annuity at age sixty 


after serving thirty years; to provide that such annuity for any month shall be not less 
. than one-half of the individual’s average monthly compensation for the five years of 
highest carnings ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 2 (a) of the Railroad Retire 





Vv ment Act of 1937, as amended, is amended by adding at the end thereof the 
following: 

“6. Individuals who will have attained age sixty or will have completed thirty 
years of service. The annuity under this paragraph shall be computed under 
section 3 of this Act; except that in no case shall the annuity under this para- 
graph be less than one-half of the monthly compensation (as used in section 3 
(c) of this Act) for the five consecutive years of service during which his agegre- 
gate compensation was highest. In the application of the preceding sentence, 
proper adjustment shall be made in the monthly compensation in order that the 
individual will not be penalized for absence from service by permission, sickness, 
or injury. 

“In the case of any individual awarded an annuity under paragraph 6, the 
eligibility of his spouse and survivors for benefits under this Act, and the amount 
of any such benefit, shall be determined as if paragraph 6 had not been enacted.”. 

Sec. 2. The amendment made by the first section of this Act shall apply only 
with respect to annuities accruing for calendar months beginning more than 
ninety days after the day on which this Act is enacted. 

[H. R. 1378, 83d Cong., 1st sess. ] 

A BILL To amend the Railroad Retirement Act of 1937 to provide full annuity for indi 
viduals who have completed thirty years of service; to proivde annuities thereunder 
equal to 50 per centum of the average monthly salaries or wages based on the five years 
of highest earnings 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That (a) the first paragraph of section 2 (a) 

of the Railroad Retirement Act of 19387 is amended by— 

(1) striking out numbered subparagraph 2 thereof and inserting in lieu 
x" thereof the following: 


“ 


2. Individuals who will have completed thirty years of service regardless 
of age.” ; and 
(2) striking out subparagraph 8 thereof. 

(b) Subsection 3 (a) of such Act is amended to read as follows: 

é “(a) The annuity shall be computed by multiplying an individual’s ‘years of 
service’ by 50 per centum of his ‘monthly ecompensation’,” 

(c) Subsection 3 (c) of such Act is amended by eutting out all to and in- 
cluding the word “except”, and inserting in lieu thereof the following: 

“(c) The ‘monthly compensation’ shall be the highest average compensation 
paid to an employee monthly with respect to any period of sixty consecutive 
calendar months included within his ‘years of service’ (maximum annuity $200 
per month) except,”. 

(d) In computing the period of sixty consecutive months an individual is not 
to be penalized due to absence from service by permission, sickness, or injury 
within that period of computation. 

Sec. 2. (a) The amendments made by this Act shall be effective with respect 
to all annuities heretofore or hereafter awarded and payable for months be 
ginning on or after the first day of the first calendar month beginning after the 
date of enactment of this Act. 
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(b) Nothing contained in this Act shall reduce any annuity on benefit here- 
tofore paid or hereafter provided for. 


[H. R. 1544, 838d Cong., 1st sess. ] 


A BILL To amend the Railroad Retirement Act of 1937 to provide full annuity, for indi- 
viduals who have completed thirty years of service; to provide annuities thereunder 
equal to 50 per centum of the average monthly salaries or wages based on the five years 
of highest earnings 


Be it enacted by the Senate and House of Representatives of the United States 
in Congress assembled, That (a) the first paragraph of section 2 (a) of the Rail- 
road Retirement Act of 1937 is amended by— 


(1) striking out numbered subparagraph 2 thereof and inserting in lieu 
thereof the following: 
“2. Individuals who will have completed thirty years of service regardless 
of age.’’; and 
2) striking out subparagraph 3 thereof. 


(b) Subsection 3 (a) of such Act is amended to read as follows: 

“(a) The annuity shall be computed by multiplying an individual’s ‘years of 
service’ by 50 per centum of his ‘monthly compensation’.” 

(c) Subsection 3 (c) of such Act is amended by striking out all to and in- 
cluding the word “except”, and inserting in lieu thereof the following: 

“(c) The ‘monthly compensation’ shall be the highest average compensation 
paid to an employee monthly with respect to any period of sixty consecutive cal- 
endar months included within his ‘years of service’, except”’. 

(d) In computing the period of sixty consecutive months an individual is not 
to be penalized due to absence from service by permission, sickness, or injury 
within that period of computation. 

Sec. 2. (a) The amendments made by this Act shall be effective with respect 
to all annuities heretofore or hereafter awarded and payable for months begin- 
ning on or after the first day of the first calendar month beginning after the 
date of enactment of this Act. 

(b) Nothing contained in this Act shall reduce any annuity or benefit hereto- 
fore paid or hereafter provided for. 





[H. R. 1736, 83d Cong., Ist sess.] 


A BILL To provide that railroad employees may retire on a full annuity at age sixty or 
after serving thirty years; to provide that such annuity for any month shall be not less 
than one-half of the individual's average monthly compensation for the five years of 
highest earnings ; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 2 (a) of the Railroad Retire- 
ment Act of 1937, as amended, is amended by adding at the end thereof the 
following: 

“6. Individuals who will have attained age sixty or will have completed thirty 
years of service. The annuity under this paragraph shall be computed under 
section 3 of this Act; except that in no case shall the annuity under this para- 
graph be less than one-half of the monthly compensation (as used in section 3 
(c) of this Act) for the five consecutive years of service during which his aggre- 
gate compensation was highest. In the application of the preceding sentence, 
proper adjustment shall be made in the monthly compensation in order that 
the individual will not be penalized for absence from service by permission, 
sickness, or injury. 

“In the case of any individual awarded an annuity under paragraph 6, the 
eligibility of his spouse and survivors for benefits under this Act, and the amount 
of any such benefit, shall be determined as if paragraph 6 had not been 
enacted.”. 

Sec. 2. The amendment made by the first section of this Act shall apply only 
with respect to annuities accruing for calendar months beginning more than 
ninety days after the day on which this Act is enacted. 
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{H. R. 1737, 88d Cong., 1st sess.] 


A BILL To provide for a 25 per centum increase in the annuities and pensions payable to 
railroad employees and to their survivors 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (a) of section 3 of the Rail- 
road Retirement Act of 1937, as amended, is amended to read as follows: 

“(a) The annuity shall be computed by multiplying an individual’s ‘years of 
service’ by the following percentages of his ‘monthly compensation’ : 3 per centum 
of the first $50, 214 per centum of the next $100, and 114 per centum of the next 
$150.” 

Sec. 2. Subsection (e) of section 3 of the Railroad Retirement Act of 1937, as 
amended, is amended by striking out “$3.60” and inserting in lieu thereof “$4.50” 
and by striking out “$60” and inserting in lieu thereof “$75” 

Sec. 3. Section 5 (1) (10) of the Railroad Retirement Act of 1937 is hereby 
amended— 

(1) by striking out “40 per centum” wherever it occurs and inserting in 
lieu thereof “50 per centum” ; 

(2) by striking out “10 per centum” wherever it occurs and inserting in 
lieu thereof “12% per centum” ; 
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(3) by striking out “$33.33” and inserting in lieu thereof “$41.66” ; 
(4) by striking out “$25” and inserting in lieu thereof “$31 ’; and 
(5) by striking out “$13.33” and inserting in lieu thereof “$16.66”. 

Sec. 4. The amendments made by this Act shall apply to all annuities under 
sections 2 and 5 of the Railroad Retirement Act of 1937, as amended, accruing 
during calendar months following the month of enactment of this Act other than 
joint and survivor annuities heretofore awarded and survivor annuities deriving 
from joint and survivor annuities heretofore awarded. All annuities under the 
Railroad Retirement Act of 1935 and all joint and survivor annuities heretofore 
awarded and survivor annuities deriving from joint and survivor annuities 
heretofore awarded, accruing during the calendar months following the month 
of enactment of this Act, and all pensions due in months following the first 
calendar month after the enactment of this Act, shall be increased by 25 per 
centum. All recertifications required by reason of the provisions of this Act 
shall be made by the Railroad Retirement Board without application therefor. 















[H. R. 17388, 83d Cong., 1st sess.] 
A BILL To amend the Railroad Retirement Act of 1937, as amended, so as to provide full 
annuities, at compensation of half salary or wages based on the five highest years of 


earnings, for individuals who have completed thirty-five years of service or have attained 
the age of sixty 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 2 (a) of the Railroad Retirement 
Act of 1937, as amended, is hereby amended by striking out subsections 1, 2, and 
3 and inserting in lieu thereof the following: 

“1. Individuals who on and after the enactment date will have completed 
thirty-five years of service or have attained the age of sixty.” 

Sec. 2. Wherever else in the Railroad Retirement Act of 1937, as amended, is 
found the phrase “the age of sixty-five” that phrase shall be changed to read 
“upon completion of thirty-five years of service or have attained the age of 
sixty.” 

Sec. 3. That section 3 (e) of the Railroad Retirement Act of 1937, as amended, 
is hereby amended by striking out subsections A, B, and C and inserting in lieu 
thereof “An individual who completes thirty-five years of service or attains the 
age of sixty shall receive one-half of the averaged rate of monthly compensation, 
not in excess of $3800 per month, of his five highest years of earnings.” 

(1) In computing the five highest years of earnings an individual is not to be 
penalized due to absence from service by permission, sickness, or injury within 
that period of computation. 

Sec. 4. The amendment made by the first section of this Act shall be effective 
with respect to annuities payable four calendar months after the month in which 
this Act is enacted, and shall apply without application therefor, in the case of 
each individual whose annuity was reduced by one one-hundred-and-eightieth for 
each calendar month that he was under age sixty when his annuity began to 
accrue, 
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Sec. 5. Nothing herein shall reduce any annuity or benefit now paid or provided 
for. 


[H. R. 1999, 83d Cong., 1st sess. ] 


A BILL To amend the Railroad Retirement Act of 1937 so as to provide that the spouse 
of an individual who has been awarded a disability annuity shall be entitled to a 
spouse's annuity if such spouse has attained the age of sixty-five 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) subsection (e) of section 2 of the 
Railroad Retirement Act of 1937, as amended, is hereby amended by adding at 
the end thereof the following new sentences: “The spouse of an individual, if 
such individual has been awarded an ennuity under paragraph 4 or 5 of subsec 
tion (a) of this section and if such spouse has attained the age of sixty-five, 
shall be entitled to a spouse’s annuity equal to one-half of such individual's an- 
nuity, but not more than $40. The third proviso of the first sentence of this 
subsection shall apply in respect of any such spouse’s annuity.” 

(b) Subsection (f) of such section 2 ‘s hereby amended by striking out “a 
retirement annuitant” and inserting in lieu thereof “an annuitant”, and by strik- 
ing out “retirement annuity” and inserting in lieu thereof “annuity”. 

(c) Subsection (g) of such section 2 is hereby amended by adding at the end 
thereof the following new sentence: “In addition to the conditions contained in 
the first two sentences of this subsection, in the case of the spouse of an individual] 
whose annuity is payable by reason of paragraph 4 or 5 of subsection (a) of this 
section, the spouse’s annuity (1) shall not be payable for any month if the indi- 
vidual’s annuity is not payable for such month under such paragraph 4 or 5, and 
(2) shall cease as of the date of cessation of the individual’s annuity under such 
paragraph 4 or 5.” 

Sec. 2. The amendments made by the first section of this Act shall take effect 
with respect to benelits accruing after the last day of the month in which this Act 
is enacted. 


(H. R. 3104, 83d Cong., 1st sess.] 


A BILL To amend the Railroad Retirement Act of 1937, as amended, by reducing the age 
requirement for a widow's insurance annuity from sixty-five to sixty 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subsection (a) of section 5 of the Rail- 
road Retirement Act of 1937, as amended, is hereby amended by striking there- 
from all that appears therein before the proviso and by substituting in lieu 
thereof the following: 

“Sec. 5. (a) Wipow’s AND WipowEr’s INSURANCE ANNUITY.—A widow of a 
completely insured employee, who will have attained the age of sixty, or a 
widower of a completely insured employee, who will have attained the age of 
sixty-five, shall be entitled during the remainder of her or his life or, if she or 
he remarries, then until remarriage to an annuity for each month equal to such 
employee’s basic amount:”. 

Sec. 2. Paragraph (2) of subsection (f) of section 5 of the Railroad Retire- 
ment Act of 1937, as amended, is hereby amended by striking the comma after the 
word “widow” where this word first appears in said paragraph before the proviso, 
and by substituting in lieu thereof the following: “upon attaining age sixty, 
or to a”. The said paragraph is hereby further amended by striking the lan- 
guage in the proviso beginning with “Provided, however,” through the phrase 
“upon attaining age sixty-five” and by substituting in lieu thereof the following: 
Provided, however, That if the employee is survived by a widow who may upon 
attaining age sixty, or by a widower or parent who may upon attaining age 
sixty-five,” 


[H. R. 4946, 83d Cong., 1st sess. ] 
A BILL To amend section 10 (a) of the Railroad Retirement Act of 1937 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the third sentence of section 10 (a) of 
the Railroad Retirement Act of 1937, as amended, is hereby amended by striking 
out “, so as to provide representation on the Board satisfactory to the largest 
number, respectively, of employees and carriers concerned.” 
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[H. R. 5254, 83d Cong., Ist sess. ] 


A BILL To amend the Railroad Retirement Act of 1937 to provide full annuity, for indi 
viduals who have completed thirty years of service; to provide annuities thereunder 
equal to 50 per centum of the average monthly salaries or wages based on the five years 
of highest earnings 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) the first paragraph of section 2 (a) 
of the Railroad Retirement Act of 1937 is amended by 

(1) striking out numbered subpar iph 2 thereof and inserting in lieu 
thereof the following: 

“2. Individuals who will have completed thirty years of service regardless 
of age.”’; and 

(2) striking out subparagraph 38 thereof. 

(b) Subsection 8 (a) of such Act is amended to read as follows: 

“(a) The annuity shall be computed by multip'ying an individual’s ‘years 
service’ by 50 per centum of his ‘monthly compensation’,’ 

(c) Subsection 3 (¢) of such Act is amended by cutting out all to aud including 
the word “except”, and inserting in lieu thereof the following: 

“(c) The ‘monthly compensation’ shall be the highest average compensation 
paid to an employee monthly with respect to any period of sixty consecutive 
calendar months included within his ‘years of service’, except”. 

(d) In computing the period of sixty consecutive months an individual is not 
to be penalized due to absence from service by permission, sickness or injury 
within that period of computation. 

Sec. 2. (a) The amendments made by this Act shall be effective with respect 
to all annuities heretofore or hereafter awarded and payable for months begin- 
ning on or after the first day of the first calendar month beginning after the date 
of enactment of this Act. 

(b) Nothing contained in this Act shall reduce any annuity or benefit hereto 
fore paid or hereafter provided for. 





[H. R. 5269, 88d Cong., 1st sess. ] 
A BILL To amend the Railroad Retirement Act of 1937, as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Railroad 
Retirement Act Amendments of 1958”. 


EIGIBILITY FOR RETIREMENT 


Sec. 2. Paragraphs numbered 2 and 3 of section 2 (a) of the Railroad Retire- 
ment Act of 1937, as amended, are amended to read as follows: 

“2. Individuals who will have attained the age of sixty and will have com- 
pleted thirty years of service. 

“8. Individuals who will have completed thirty-five years of service, without 
regard to age.” 


MONTHLY COMPENSATION FOR YEARS OF SERVICE BEFORE 1937 


Sec. 3. Section 3 (c) of such Act is amended to read as follows: 

“(c) The ‘monthly compensation’ shall be the average compensation paid to 
an employee with respect to calendar months included in his ‘years of service’, 
except that 


“(1) with respect to service prior to January 1, 1937, he shall be cred- 
ited with monthly compensation in an amount equal to the average com- 
pensation paid to him monthly for the five calendar years (consecutive or 
nonconsecutive) included in his ‘years of service’ for each of which he re- 
ceived aggregate compensation exceeding that received by him for any 
other such calendar year ; and 


“(2) the amount of compensation paid or attributable as paid to him 
with respect to each month of service before September 1941 as a station 
employee whose duties consisted of or included the carrying of passenger’s 
hand baggage and otherwise assisting passengers at passenger stations and 
whose remuneration for service to the employer was, in whole or in sub- 
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stantial part, in the form of tips, shall be the monthly average of the com- 
pensation paid to him as a station employee in his months of service in the 
period September 1940—August 1941, except that where service in the period 
September 1940—August 1941 in the judgment of the Board is insufficient to 
constitute a fair and equitable basis for determining the amount of com- 
pensation paid or attributable as paid to him in each month of service before 
September 1941, the Board shall determine the amount of such compensa- 
tion for each such month in such manner as in its judgment shall be fair and 
equitable. 


In computing the monthly compensation, no part of any month’s compensation 
in excess of $300 shall be recognized.” 


FIFTEEN PER CENTUM INCREASE IN ANNUITIES AND PENSIONS, AND ALTERNATIVE 
METILOD OF COMPUTATION OF ANNUITIES 


Sec. 4. (a) Section 3 (a) of such Act is amended to read as follows: 

“Seo. 3. (a) Except as hereinafter provided, the annuity shall be computed by 
(1) multiplying an individual’s ‘years of service’ by the following percentages of 
his ‘monthly compensation’: 2.76 per centum of the first $50; 2.07 per centum of 
the next $100; and 1.38 per centum of the next $150, and (2) increasing the 
product so obtained by 15 per centum. In the case of any individual who has 
completed thirty ‘years of service’ and who would receive a lower annuity under 
the preceding sentence, the annuity shall be a sum equal to 50 per centum of the 
average compensation paid to him monthly for the five calendar years (consecu- 
tive or nonconsecutive) included in his ‘years of service’ for each of which he 
received aggregate compensation exceeding that received by him for any other 
such calendar year.” 

(b) Section 6 (a) of such Act is amended by 

(1) striking out the words “at the same rate as” and inserting in lieu 
thereof the words “equal to 115 per centum of” ; and 

(2) striking out the figure “$120” and inserting in lieu thereof the figure 
varen”. 


(c) Each annuity heretofore awarded under the Railroad Retirement Act of 
1935, each joint and survivor annuity heretofore awarded, and each survivor an- 
nuity derived from any joint and survivor annuity heretofore awarded, due in 
months following the month in which this Act is enacted is increased by 15 per 
centum. 

ELIMINATION OF DUAL BENEFIT RESTRICTION 


Sec. 5. (a) The last paragraph of section 3 (b) of the Railroad Retirement Act 
of 1937, as amended (which paragraph provides for the reduction of annuities and 
pensions by reason of eligibility for old-age insurance benefits under the Social 
Security Act), is hereby repealed. 

(b) The third proviso in section 3 (e) of such Act (which proviso relates, 
in part, to the reduction of the spouse’s annuity by the amount of certain insur- 
ance benefits under the Social Security Act) is hereby amended to read as 
follows: “And provided further, That any spouse’s annuity shall be reduced by 
the amount of any annuity to which such spouse is entitled, or on proper appli- 
cation would be entitled, under subsection (a) of this section or subsection (d) 
of section 5 of this Act”. 


EFFECTIVE DATES 


Sec. 6. (a) Sections 2-4, inclusive, of this Act shall be effective with respect 
to annuities and pensions accruing after the last day of the month in which 
this Act is enacted. The amendments made by section 5 of this Act shall be 
effective as of October 31, 1951. 

(b) All recertifications required by reason of any amendment made by this 
Act shal! be made by the Railroad Retirement Board without application therefor. 


(H. R. 5571, 83d Cong., 1st sess.] 
A BILL To amend the Railroad Retirement Act of 1937 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That subdivision (ii) of subsection (e), 
and subsection (g), of section 2 of the Railroad Retirement Act of 1987. as 
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amended, are hereby amended by striking out ‘65" and inserting in lieu 
thereof “60”. 

Sec. 2. Subsection (c) of section 3 of such Act is hereby amended to read 
as follows: 


“MONTHLY COMPENSATION 


“(c) The ‘monthly compensation’ shall be the average compensation paid to an 
employee with respect to the sixty calendar months included in those five calendar 
years (whether or not such years were consecutive) with resyect to which years 
the aggregate compensation paid to the employee was highey than the aggregate 
compensation paid to him with respect to any other five calendar years. In 
computing the ‘monthly compensation’ (1) no calendar year after the year in 
which the employee attained age 65 shall be taken into account, and (2) no part 
of any month’s compensation in excess of $300 shall be recognized.” 

Sec. 3. Subsection (a) of section 5 is hereby amended by striking out “65” 
and inserting in lieu thereof “55”. 

Sec. 4. Subdivisions (i) and (ii) of section 5 (i) (1) of such Act are hereby 
repealed. 

Sec. 5. This Act shall apply to all annuities accruing under the Railroad Retire- 
ment Act of 1937 after the close of the month in which this Act is enacted. All 
recertifications required by reason of the provisions of this Act shall be made by 


the Railroad Retirement Board without application therefor. 





[H. R. 5625, 83d Cong., 1st sess.] 
A BILL To amend the Railroad Retirement Act of 1937, as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this act may be cited as the “Railroad 
Retirement Act Amendments of 1953”. 


ELIGIBILITY FOR RETIREMENT 


Sec. 2. Paragraphs numbered 2 and 83 of section 2 (a) of the Railroad Retire- 
ment Act of 1937, as amended, are amended to read as follows: 

“2. Individuals who will have attained the age of sixty and will have com- 
pleted thirty years of service. 

“3. Individuals who will have completed thirty-five years of service, without 
regard to age.” 


MONTHLY COMPENSATION FOR YEARS OF SERVICE BEFORE 1937 


Sec. 3. Section 83 (c) of such Act is amended to read as follows: 

“(c) The ‘monthly compensation’ shall be the average compensation paid to 
an employee with respect to calendar months included in his ‘years of service’, 
except that— 

“(1) with respect to service prior to January 1, 1937, he shall be credited 
with monthly compensation in an amount equal to the average compensation 
paid to him monthly for the five calendar years (consecutive or nonconsecu- 
tive) included in his ‘years of service’ for each of which he received aggre- 
gate compensation exceeding that received by him for any other such 
calendar year; and 

“(2) the amount of compensation paid or attributable as paid to him with 
respect to each month of service before September 1941 as a station employee 
whose duties consisted of or included the carrying of passenger’s hand bag- 
gage and otherwise assisting passengers at passenger stations and whose 
remuneration for service to the employer was, in whole or in substantial 
part, in the form of tips, shall be the monthly average of the compensation 
paid to him as a station employee in his months of service in the period 
September 1940—-August 1941, except that where service in the period Sep- 
tember 1940—-August 1941 in the judgment of the Board is insufficient to 
constitute a fair and equitable basis for determining the amount of compen- 
sation paid or attributable as paid to him in each month of service before 
September 1941, the Board shall determine the amount of such compensation 
for each such month in such manner as in its judgment shall be fair and 
equitable. 

In computing the monthly compensation, no part of any month’s compensation in 
excess of $300 shall be recognized.” 
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FIFTEEN PER CENTUM INCREASE IN ANNUITIES AND PENSIONS, AND ALTERNATIVE 
METHOD OF COMPUTATION OF ANNUITIES 


Sec. 4. (a) Section 3 (a) of such Act is amended to read as follows: 

“Sec. 3. (a) Except as hereinafter provided, the annuity shall be computed by 
(1) multiplying an individual's ‘years of service’ by the following percentages of 
his ‘monthly compensation’: 2.76 per centum of the first $50; 2.07 per centum 
of the next $100; and 1.38 per centum of the next $150, and (2) increasing the 
product so obtained by 15 per centum. In the case of any individual who has 
completed thirty ‘years of service’ and who would receive a lower annuity under 
the preceding sentence, the annuity shall be a sum equal to 50 per centum of the 
average compensation paid to him monthly for the five calendar years (consecu- 
tive or nonconsecutive) included in his ‘years of service’ for each of which he 
received aggregate compensation exceeding that received by him for any other 
such calendar year.” 

(b) Section 6 (a) of such Act is amended by— 

(1) striking out the words “at the same rate as” and inserting in lieu 
thereof the words “equal to 115 per centum of”; and 
(2) striking out the figure “$120” and inserting in lieu thereof the figure 
“2138”. 
(ec) Each annuity heretofore awarded under the Railroad Retirement Act of 
935, each joint and survivor annuity heretofore awarded, and each survivor 
annuity derived from any joint and survivor annuity heretofore awarded, due 
in months following the month in which this Act is enacted is increased by 
15 per centum. 


ELIMINATION OF DUAL BENEFIT RESTRICTION 


Seo. 5. (a) The last paragraph of section 3 (b) of the Railroad Retirement 
Act of 1937, as amended (which paragraph provides for the reduction of annuities 
and pensions by reason of eligibility for old-age insurance benefits under the 
Social Security Act), is hereby repealed 

(b) The third proviso in section 3 (e) of such Act (which proviso relates, in 
part, to the reduction of the spouse’s annuity by the amount of certain insurance 
benefits under the Social Security Act) is hereby amended to read as follows: 
“And provided further, That any spouse’s annuity shall be reduced by the amount 
of any annuity to which such spouse is entitled, or on proper application would 
be entitled, under subsection (a) of this section or subsection (d) of section 5 
of this Act”. 

EFFECTIVE DATES 


Sec. 6. (a) Sections 2 to 4, inclusive, of this Act shall be effective with respect 
to annuities and pensions accruing after the last day of the month in which this 
Act is enacted. The amendments made by section 5 of this Act shall be effective 
as of October 31, 1951. 

(b) All recertifications required by reason of any amendment made by this 
Act shall be made by the Railroad Retirement Board without application therefor. 





{H. R. 5631, 83d Cong., 1st sess. ] 


A BILL To amend the Railroad Retirement Act of 1937 to provide full annuities regardless 
of age for employees who have completed thirty years of service and whose railroad 
employment has been terminated by reason of the abandonment of a railroad 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 2 (a) of the Railroad Retirement 
Act of 1937, as amended, is hereby amended by inserting after paragraph 5 the 
following new paragraph: 

“6. Individuals (regardless of age) who have completed thirty years of service ; 
but this paragraph shall not apply with respect to any individual unless his service 
to the last employer by whom he was employed was terminated by reason of the 
abandonment of any railroad or any line thereof.” 

Sec. 2. No annuity shall begin to accrue by reason of the amendment made by 
the first section of this Act before the first day of the first month which begins 
after the date of the enactment of this Act. 
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[H. R. 5854, 83d Cong., Ist sess. ] 


A BILL To amend the Railroad Retirement Act of 1937 to permit retirement at age sixty 
and to provide for payments of $95 per month to widows regardless of age 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a), effective with respect to applica- 
tions filed on or after the date of enactment of this Act, paragraph 1 of section 
2 (a) of the Railroad Retirement Act of 1937, as amended, is amended to read 
as follows: 

“1. Individuals who on or after the enactment date shall be sixty years of 
age or over.”. 

(b) In the case of any individual who attained the age of sixty prior to 
the date of enactment of this Act the date specified in his application for an 
annuity as the date an annuity shall begin to accrue may (notwithstanding 
section 2 (c) (2) of the Railroad Retirement Act of 1937, as amended) be any 
date occurring on or after the date upon which the individual attained the 
age of sixty. 

Sec. 2. (a) Subsections (a) and (b) of section 5 of the Railroad Retirement 
Act of 1937, as amended, are amended to read as follows: 

“(a) Wipow’s INSURANCE ANNUuITY.—A widow of a completely insured em- 
ployee shall be entitled during the remainder of her life or, if she remarries, 
then until remarriage to an annuity of $95 for each month. 

“(b) Wrpow’s CurRENT INSURANCE ANNUITY.—A widow of a partially insured 
employee, who is not entitled to an annuity under subsection (a) and who 
at the time of filing an application for an annuity under this subsection will 
have in her care a child of such employee entitled to receive an annuity under 
subsection (c), shall be entitled to an annuity of $95 for each month. Such 
annuity shall cease upon her death, upon ber remarriage, or when no child of 
the deceased employee is entitled to receive an annuity under subsection (c), 
whichever occurs first.” 

(b) The amendments made by subsection (a) of this section shall be appli 
cable with respect to annuities accruing during the calendar months following 
the month in which this Act is enacted. All recertifications required by reason 
of such amendments shall be made by the Railroad Retirement Board without 
application therefor. 





[H. R. 5936, 83d Cong., 1st sess.] 


A BILL To amend the Railroad Retirement Act of 1937 to provide annuities for certain 
dependent sisters of unmarried retired railroad workers 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 2 of the Railroad Retirement 
Act of 1937, as amended, is amended by adding at the end thereof the following 
new subsection: 

“(h) DrpenpENT SISTER’s ANNUITY.— 

“(1) The dependent sister of an individual (hereinafter in this subsec- 
tion referred to as a ‘retired employee’), if— 

“(A) such retired employee (i) has been awarded an annuity under 
subsection (a) or a pension under section 6, (ii) has attained the age 
of sixty-five, and (iii) is not married on the day on which the applica- 
tion for a dependent sister’s annuity is filed; and 

“(B) such dependent sister has attained the age of sixty-five and 
(at the time the application for a dependent sister’s annuity is filed) 
is designated by the retired employee as his dependent sister, 

shall be entitled to a dependent sister’s annuity. The amount of the annuity 
payable for any month shall be the amount (if any) which would be payable 
for such month under subsection (e) and the first sentence of subsection (g) 
if the dependent sister were the spouse of the retired employee; except 
that in lieu of the reduction provided by the third proviso of subsection (e), 
such annuity shall be reduced by the amount of any annuity or pension 
and the amount of any monthly insurance benefit to which such dependent 
sister is entitled (or on proper application would be entitled) under this 
Act of section 202 of the Social Security Act. A retired employee may not 
designate more than one individual as his dependent sister unless the 
previously designated individual has died. 
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“(2) For the purposes of this subsection, the term ‘dependent sister’ 
means a sister of the retired employee who received at least one-half of 
her support from such retired employee during the three-year period ending 
on the date on which the application for a dependent sister’s annuity is 
filed. 

(3) The dependent sister’s annuity provided in this subsection shall 
cease at the end of the month preceding the month in which (i) the de- 
pendent sister or the retired employee dies, or (ii) a spouse of such retired 
employee becomes entitled to a spouse’s annuity under subsection (e).” 

Sec. 2. The amendment made by the first section of this Act shall apply 
with respect to benefits accruing after the last day of the month in which this 
Act is enacted. 





[H. R. 6403, 83d Cong., 1st sess.] 


A BILL To amend the Railroad Retirement Act of 1937 so as to permit individuals entitled 
to receive annuities or pensions under that Act to waive payment thereof 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Railroad Retirement Act of 1937 
is amended by adding at the end thereof the following new section: 

“Sec. 20. Any person entitled to an annuity or pension under this Act may 
decline to accept all or any part of such annuity or pension by a waiver signed 
and filed with the Board. Such waiver may be revoked in writing at any time, 
but no payment of the annuity or pension waived shall be made covering the 
period during which such waiver was in effect.” 


[H. R. 7765, 83d Cong., 2d sess. ]} 


A BILL To amend the Railroad Retirement Act of 1937 to eliminate the requirement that 
a widow once entitled to a current insurance annuity must have a child of the deceased 
employee who is under the age of eighteen in order to remain entitled to such annuity 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the second sentence of section 5 (b) of 
the Railroad Retirement Act of 1937, as amended, is amended to read as follows 
“Such annuity shall cease upon her death, upon her remarriage, or when she 
becomes entitled to an annuity under subsection (a), whichever occurs first: 
Provided, however, That if in the month preceding the employee's death the 
spouse of such emy)!0. ee was entitled to a spouse’s annuity under subsection (e) 
of section 2 in an amount greater than the widow’s current insurance annuity, 
the widow’s current insurance annuity shall be increased to such greater 
amount.” 

Sec. 2. The amendment made by the first section of this Act shall take effect 
as of January 1, 1947, but no annuity shall be payable by reason of such amend- 
ment for any period prior to the first day of the first month which begins after 
the date of the enactment of this Act. 








[H. R. 7848, 88d Cong., 24d sess. ] 


A B'LL To amend the Railroad Retirement Act of 1937 to permit certain employed persons 
to be paid annuities under such Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) the first paragraph of section 2 (a) 
of the Railroad Retirement Act of 1937, as amended, is amended to read as fol- 
lows: 

“Sec. 2. (a) The following-described individuals if they shall have been em- 
ployees on or after the enactment date, and shall have completed ten years of 
service, shall, subject to the conditions set forth in subsections (b). (¢c), and (d) 
be eligible for annuities ufier they sh oli havc ceased to render compeusated 
service to an employer as defined in section 1 (a) :”. 

(b) Section 2 (b) of such Act, as amended, is amended by striking out the 
words “ and of the person by whom he was last employed”. 

(c) Section 2 (d) of such Act, as amended, is amended by striking out the 
words “or to the last person by whom he was employed prior to the date on 
which the annuity began to accrue”. 
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Sec. 2. The amendments made by this Act to the Railroad Retirement Act 
of 1937, as amended, shall be effective with respect to annuities accruing during 
calendar months following the month in which this Act is enacted. 





{H. R. 7916, 83d Cong., 2d sess. ] 
A BILL To amend the Railroad Retirement Act of 1937 to provide annuities for certain 
incompetent children of deceased railroad workers 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 5 (1) (1) (ii) of the Railroad 
Retirement Act of 1937, as amended (45 U. S. C., sec. 228e (1) (1) (ii)), is 
amended by striking out “and less than eighteen years of age” and by inserting 
in lieu thereof “and shall be either less than eighteen years of age or perma 
rently incapable of self-support by reason of mental or physical defect’. 

Sec. 2. The payment of annuity to any individual on account of the amendment 
made by the first section of this Act shall not have the effect of reducing any 
annuity to which any other individual is entitled under the Railroad Retirement 
Act of 1937, as amended, on the day preceding the date of the enactment of 
this Act. 

Sec. 3. The amendment made by the first section of this Act shall apply with 
respect to benefits accruing after the last day of the month in which this Act is 
enacted. 


[H. R. 7998, 83d Cong., 2d sess. ] 

A BILL To amend the Railroad Retirement Act of 1937 to increase from $75 to $250 a 
month the amount of outside earnings permitted without loss of benefits in the case of 
widows and children 
Be it enacted by the Senate and House of Re presentatives of the United States 

of America in Congress assembled, That section 5 (i) (1) of the Railroad Retire 

ment Act of 1937, as amended, is amended by striking out subparagraph (ii), 

by redesignating subparagraphs (iii) and (iv) as subparagraphs (iv) and (v), 

respectively, and by inserting immediately after subparagraph (i) the following 

new subparagraphs: 

“(ii) if an individual other than a widow or child referred to in subpara 
graph (iii), will have rendered service for wages as determined under 
section 209 of the Social Security Act, without regard to subsection (a) 
thereof, of more than $75, or will have been charged under section 203 (e) 
of that Act with net earnings from self-employment of more than $75; 

“(iii) if a widow otherwise entitled to an annuity under subsection (a) 
or (b) or a child otherwise entitled to an annuity under subsection (c), will 
have rendered service for wages as determined under section 209 of the 
Social Security Act, without regard to subsection (a) thereof, of more 
than $250, or will have heen charged under section 208 (e) of that Act with 
net earnings from self-employment of more than $250:”. 

Sec. 2. The amendments made by the first section of this Act shall apply only 
with respect to benefits accruing after the last day of the month in which this 

Act is enacted. 





[H. H. 8522, 83d Cong., 2d sess. ] 
A BILL To amend the Railroad Retirement Act of 1937, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Railroad 
Retirement Act Amendments of 1954.” 

Sec. 2. Paragraphs numbered 2 and 3 of section 2 (a) of the Railroad Netire- 
ment Act of 1937, as amended, are amended to read as follows: 

“2. Individuals who will have attained the age of sixty and will have com 
pleted thirty years of service. 

“3. Individuals who will have completed thirty-five years of service, without 
regard to age.” 

Sec. 3. Section 3 (c) of such Act is amended to read as follows: 

“(c) The ‘monthly compensation’ shall be the average compensation paid to an 
employee with respect to calendar months included in his ‘years of service’, 
except that with respect to service prior to January 1, 1937, he shall be credited 
with monthly compensation in an amount equal to the average compensation 








18 


RAILROAD RETIREMENT LEGISLATION 


paid to him monthly for the five calendar years (consecutive or nonconsecutive ) 
included in his ‘years of service’ for each of which he received aggregate com- 
pensation exceeding that received by him for any other such calendar year.” 


DEPARTMENT OF H&ALTH, EDUCATION, AND WELFARE, 
Washington, June 23, 1953. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: This is in response to your requests for reports on 
H. R. 122, H. R. 149, H. R. 203, H. R. 239, H. R. 240, H. R. 243, H. R. 456, H. R. 528, 
H. R. 1378, H. R. 1544, H. R. 1736, H. R. 17387, H. R. 1738, and H. R. 5254. 

Two of these bills, H. R. 2483 and H. R. 1787, would increase the amounts of 
both the retirement and survivor annuities payable under the railroad retire- 
ment program without modifying the present eligibility requirements. The other 
13 bills would liberalize the eligibility requirements for retirement benefits 
under the railroad retirement program and, with one exception (H. R. 203), 
would provide a new benefit formula for retirement annuities based on the 
worker's highest 5 years of railroad earnings. 

At present, as you know, the retired worker must have at least 10 years of 
railroad service to qualify for a retirement annuity under the railroad retire- 
ment program. If he has less than 30 years of railroad service, he cannot qualify 
for an annuity before age 65; if he has 30 or more years of service he may qualify 
as early as age 60 but, if a male, retirement before age 65 reduces his annuity. 
These latter are the requirements which the group of 13 bills referred to above 
would liberalize ; the 10-year requirement would be left unchanged. Seven of the 
138 (H. R. 122, H. R. 208, H. R. 456, H. R. 528, H. R. 1378, H. R. 1544, and 
H. R. 5254) would leave the age 65 requirement for less-than-30-year workers 
unchanged but would permit the retired worker with at least 30 years of rail- 
road service to receive an unreduced annuity at any age. Three of the bills 
(H. R. 240, H. R. 594, and H. R. 1736) would permit the retired worker to receive 
an unreduced annuity at age 60 if he has at least 10 years of service, or at any 
age if he has 30 or more years of service. The other 3 bills (H. R. 149, H. R. 239, 
and H. R. 1738) would permit retirement on an unreduced annuity either at age 
60 with 10 years of service or at any age with 35 years of service. 

As none of the bills would have any effect on the benefit payments made under 
the old-age and survivors insurance program, or on the present provisions of the 
Railroad Retirement Act which require cost adjustments between the railroad 
retirement and old-age and survivors insurance programs, the questions involved 
seem to be a matter of railroad retirement policy. Accordingly, this Department 
has no recommendations as to legislative action on the bills. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report to your committee. 

Sincerely yours, 
Oveta CuLp Hospsy, Secretary. 


Maron 24, 1953. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. WOLVERTON: Further reference is made to your requests for the 
views of this Department concerning certain bills to amend the Railroad Retire- 
ment Act, a schedule of which is attached hereto. These bills involve generally 
a liberalization of eligibility for railroad retirement benefits, an increase in the 
amount of benefits, or a revision in the method of computing benefits. 

Although the Treasury Department is interested in the fiscal implications of 
the proposed legislation, an adequate appraisal of their consequences necessarily 
entails consideration of: (1) The additional costs involved which are more ap- 
propriately within the cognizance of the Railroad Retirement Board, and (2) the 
contemplated method of financing such additional costs as to which the bills 
are silent. Accordingly, the Treasury Department is not in a position at this 
time to express any views with respect to the desirability of the proposed legisla- 
tion. 

Very truly yours, 
Evert P. Tuttie, General Counsel. 
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SCHEDULE OF BILLS To AMEND THE RAILROAD RETIREMENT AcT UPON WHICH 
REQUESTs HAvE BEEN MADE FoR REPORTS FROM THE TREASURY DEPARTMENT 


H. R. 122, a bill to amend the Railroad Retirement Act of 1937 to provide full 
annuities for individuals who have completed 30 years of service; to provide an- 
nuities thereunder equa! to one-half the average monthly compensation on the 
basis of the 5 year of highest earnings. 

H. R. 149, a bill to amend the Railroad Retirement Act of 1987, as amended, 
so as to provide full annuities at compensation of half salary or wages based 
on the 5 highest years of earnings, for individuals who have completed 35 years of 
service or have attained the age of 60. 

H. R. 208, a bill to amend the Railroad Retirement Act to provide that a rail- 
road employee who has completed 30 years of service may retire on a full an 
nuity, and for other purposes. 

H. R. 239, a bill to amend the Railroad Retirement Act of 1937, as amended, 
so as to provide full annuities, at compensation of half salary or wages based 
on the 5 highest years of earnings, for individuals who have completed 35 years 
of service or have attained the age of 60. 

H. R. 240, a bill to amend the Railroad Retirement Act of 1937, as amended, 
so as to provide full annuities. at compensation or half salary or wages based on 
the 5 highest years of earnings, for individuals who have completed 30 years 
of service or have attained the age of 60. [sic.] 

H. R. 243, a bill to provide for a 25 percent increase in the annuities and 
pensious payable to railroad employees and to their survivors. 

H. R. 356, a bill to amend the Railvoad Retirement Act of 1937, as amended. 

H. R, 456, a bill to amend the Railroad Retirement Act of 1937 to provide 
full annuity for individuals who have completed 30 years of service, and to 
provide annuities thereunder equal to 50 percent of the average monthly salaries 
or wages based on the 5 years of highest earnings. 

H. R. 528, a bill to amend the Railroad Retirement Act of 1937 to provide full 
annuity for individuals who have completed 30 years of service; to provide an- 
nuities thereunder equal to 50 percent of the average monthly salaries or wages 
based on the 5 years of highest earnings. 

H. R. 594, a bill to provide that railroad employees may retire on a full 
annuity at age 60 or after serving 30 years; to provide that such annuity for any 
month shall be not less than one-half of the individuals’ average monthly com- 
pensation for the 5 years of highest earnings; and for other purposes. 

H. R. 1378, a bill to amend the Railroad Retirement Act of 1937 to provide 
full annuity for individuals who have completed 30 years of service; to provide 
annuities thereunder equal to 50 percent of the average monthly salaries or wages 
based on the 5 years of highest earnings. 

H. R. 1544, a bill to amend the Railroad Retirement Act of 1937 to provide 
full annuity for individuals who have completed 30 years of service; to provide 
annuities thereunder equal to 50 percent of the average monthly salaries or 
wages based on the 5 years of highest earnings. 

H. R. 1736, a bill to provide that railroad employees may retire on a full 
annuity at age 60 or after serving 30 years; to provide that such annuity for 
any month shall be not less than one-half of the individuals’ average monthly 
compensation for the 5 years of highest earnings; and for other purposes. 

H. R. 1737, a bill to provide for a 25 percent increase in the annuities and 
pensions payable to railroad employes and to their survivors. 

H. R. 1738, a bill to amend the Railroad Retirement Act of 1937, as amended, 
so as to provide full annuities, at compensation of half salary or wages based on 
the 5 highest years of earnings, for individuals who have completed 35 years 
of service or have attained the age of 60. 

H. R. 1999, a bill to amend the Railroad Retirement Act of 1937, so as to pro- 
vide that the spouse of an individual who has been awarded a disability annuity 
shall be entitled to a spouse’s annuity if such spouse has attained the age of 65. 

H. R. 2929, a bill to repeal those provisions of the Railroad Retirement Act 
of 1937 which reduce the amount of the annuity or pension which an individual 
or his spouse receives under such act in cases where either the individual or his 
spouse is (or on proper application would be) entitled to certain insurance bene- 
fits under the Social Security Act. 

H. R. 2961, a bill to repeal those provisions of the Railroad Retirement Act of 
1987 which reduce the amount of a railroad annuity or pension where the in- 
dividual or his spouse is (or on proper application would be) entitled to certain 
insurance benefits under the Social Security Act. 
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H. R. 3104, a bill to amend the Railroad Retirement Act of 1937, as amended, 
by reducing the age requirement for a widow’s insurance annuity from 65 to 60. 

H. R. 3642, a bill to amend the Railroad Retirement Act of 1937, as amended. 

H. R. 3643, a bill to repeal those provisions of the Railroad Retirement Act 
of 1937 which reduce the amount of a railroad annuity or pension where the in- 
dividual or his spouse is (or on proper application would be) entitled to certain 
insurance benefits under the Social Security Act. 

H. R. 3784, a bill to amend the Railroad Retirement Act of 1937, as amended. 

H. R. 3787, a bill to amend the Railroad Retirement Act of 1937, as amended. 


RAILROAD RETIREMENT Boarp, 
Chicago, 1U., February 20, 19538. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 

Dear Mk. WOLVERTON: This is a report on H. R. 122, introduced in the House of 
Representatives by Mr. Dorn of South Carolina on January 3, 1953, and referred 
to your committee for consideration. 

The bill provides full annuities, equal to one-half of the average compensation, 
not over $400 a month, based on the 5 years of highest earnings, for employees 
who have completed 30 years of service. 

The enactment of this bill would increase very greatly the present cost of 
paying benefits under the Railroad Retirement Act; it provides for liberaliza- 
tion of benefits but does not provide for any additional revenue to meet the added 
eost of such liberalization. Such added cost, since the bill makes no provision 
for additional revenue to offset it, would leave the railroad retirement system 
in an unsound financial condition. Regardless of other considerations, there- 
fore, the Board, for that reason alone, recommends that no favorable considera- 
tion be given to H. R. 122. 

Moreover, the Board believes that no consideration should be given to bills 
to amend the present Railroad Retirement Act until: (1) the fifth actuarial 
valuation of the railroad retirement system has been completed; and (2) more 
experience in the administration of the act as amended on October 30, 1951 by 
Public Law 234, 82d Congress, Ist session, has been acquired. 

This report has been cleared with the Bureau of the Budget, which informs 
us that there is no objection to its submission. 

Sincerely yours, 
WILLIAM J. KENNEDY, Chairman. 





RAILROAD RETIREMENT BOARD, 
Chicago, Ill., February 20, 19538. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 


Dear Mr. WoLverton: This is a report on the following identical bills intro- 
duced in the House of Representative and referred to your Committee for 
consideration : 

H. R. 149, introduced by Mr. Martin of Iowa on January 3, 1953; 
H. R. 239, introduced by Mr. Cunningham on January*3, 1953; 
H. R. 1738, introduced by Mr. Van Zandt on January 14, 1953. 

These bills provide full annuities, at compensation at half salary or wages 
based on the 5 highest years of earnings, for employees who have completed 35 
years of service or who have attained age 60. 

The enactment of any of these bills would increase very greatly the present 
cost of paying benefits under the Railroad Retirement Act; they provide for 
liberalization of benefits but do not provide for any additional revenue to meet 
the added cost of such liberalization. Such added cost, since the bills make no 
provision for additional revenue to offset it, would leave the railroad retirement 
system in an unsound financial condition. Regardless of other considerations, 
therefore, the Board, for that reason alone, recommends that no favorable con- 
sideration be given to these bills. 

Moreover, the Board believes that no consideration should be given to bills 
to amend the present Railroad Retirement Act until: (1) the fifth actuarial 
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valuation of the railroad retirement system has been completed; and (2) more 
experience in the administration of the act as amended on October 30, 1951 by 
Public Law 234, 82d Congress, Ist session, has been acquired. 
This report has been cleared with the Bureau of the Budget, which informs 
us that there is no objection to its submission. 
Sincerely yours, 
WILLIAM J. KENNEDY, Chairman. 





RAILROAD RETIREMENT BOARD, 
Chicago, 1U., February 20,1958. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 


Dear Mr. WoLvenion: This is a report on FH. R. 203, introduced in the House 
of Representatives by Mr. Wickersham on January 3, 1953, and referred to your 
committee for consideration. 

The bill provides full annuities for employees who have performed 30 years 
of service, regardless of age or physical condition. 

The enactment of this bill would increase very greatly the present cost of 
paying benefits under the Railroad Retirement Act; it provides for liberalization 
of benefits but does not provide for any additional revenue to meet the added 
cost of such liberalization. Such added cost, since the bill makes no provision 
for additional revenue to offset it, would leave the railroad retirement system in 
an unsound financial condition. Regardless of other considerations, therefore, 
the Board, for that reason alone, recommends that no favorable consideration 
be given to H. R. 203. 

Moreover, the Board believes that no consideration should be given to bills 
to amend the present Railroad Retirement Act until (1) the fifth actuarial valua- 
tion of the railroad retirement system has been completed; and (2) more experi- 
ence in the administration of the act as amended on October 30, 1951, by Public 
Law 234, 82d Congress, 1st session, has been acquired. 

This report has been cleared with the Bureau of the Budget, which informs us 
that there is no objection to its submission. 

Sincerely yours, 
WILLIAM J. KeNNeEDY, Chairman. 


RAILROAD RETIREMENT Boarp, 
Chicago, Ill., February 20, 1958. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 


DEAR Mr. Wolverton: This is a report on H. R. 240, introduced in the House 
of Representatives by Mr. Cunningham on January 3, 1953, and referred to your 
committee for consideration. 

H. R. 240 provides full annuities of half salary or wages based on the employee’s 
5 highest years of earnings for employees who have completed 30 years of service 
or who have attained age 60. 

The enactment of this bill would increase very greatly the present cost of 
paying benefits under the Railroad Retirement Act; it provides for liberalization 
of benefits but does not provide for any additional revenue to meet the added cost 
of such liberalization. Such added cost, since the bill makes no provision for 
additional revenue to offset it, would leave the railroad retirement system in 
an unsound financial condition. Regardless of other considerations, therefore, 
the Board, for that reason alone, recommends that no favorable consideration 
be given to H. R. 240. 

Moreover, the Board believes that no consideration should be given to bills to 
amend the present Railroad Retirement Act until (1) the fifth actuarial valua- 
tion of the railroad retirement system has been completed ; and (2) more experi- 
ence in the administration of the act as amended on October 30, 1951, by Public 
Law 234, 82d Congress, 1st session, has been acquired. 

This report has been cleared with the Bureau of the Budget, which informs us 
that there is no objection to its submission. 

Sincerely yours, 
WILLIAM J. KENNEDY, Chairman. 
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RAILROAD RETIREMENT BOARD, 
Chicago 11, Ill., February 20, 1953. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D. C. 

DEAR Mr. WoLveRTON: This is a report on the identical bills H. R. 243 and 
H. R. 1737, which have been referred to your committee for consideration. H. R. 
243 was introduced in the House of Representatives by Mr. Cunningham on 
January 3, 1953, and H. R. 1737, by Mr. Van Zandt on January 14, 1953. 

Each of these bills is entitled: “A bill to provide for a 25 per centum increase 
in the annuities and pensions payable to railroad employees and to their sur- 
vivors.” 

These bills are identical to H. R. 3667, 82d Congress, 1st session, introduced 
on March 20, 1951, before the enactment of the 1951 amendments to the Railroad 
Retirement Act (Public Law 234, 82d Cong. 1st sess., enacted October 30, 1951). 
The bills are therefore technically defective since they are addressed to the act 
as it existed before the 1951 amendments increased retirement annuities and 
pensions, generally, by 15 percent and survivor annuities by at least 3344 percent. 
Thus, the bills would not increase present benefits by 25 percent. 

This technical defect could, of course, be corrected. However, the Railroad 
Retirement Board would oppose the enactment of these bills either as they now 
stand or as corrected to provide an actual increase of 25 percent in certain bene- 
fits. Any substantial increase in present benefits, with no provision made for 
additional revenue, would place the railroad retirement system in an unsound 
financial position. 

These bills contain no provision for additional revenue to met the increased 
cost of paying benefits. Accordingly, the Railroad Retirement Board recom- 
ments that no favorable consideration be given to them. 

This report has been cleared with the Bureau of the Budget, which informs 
us that there is no objection to its submission. 

Sincerely yours, 
Wr11aM J. Kennepy, Chairman, 


RAILROAD RETIREMENT BOARD, 
Chicago 11, Ill., February 20, 19538. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D. C. 


DEAR Mr. WOLVERTON: This is a report on the following identical bills intro- 
duced in the House of Representatives and referred to your committee for con- 
sideration : 

H. R. 456, introduced by Mr. Kearney on January 3, 1953; H. R. 528, introduced 
by Mr. O’Brien of New York on January 3, 1953; H. R. 1544, introduced by 
Mr. Fino on January 13, 1953. 

These bills provide full annuities, equal to 50 percent of the average monthly 
salaries or wages based on the 5 years of highest earnings, for employees who 
have completed 30 years of service. 

The enactment of any of these bills would increase very greatly the present 
cost of paying benefits under the Railroad Retirement Act; they provide for 
liberalization of benefits but do not provide for any additional revenue to meet 
the added cost of such liberalization. Such added cost, since the bills maks no 
provision for additional revenue to offset it, would leave the railroad retirement 
system in an unsound financial condition. Regardless of other considerations, 
therefore, the Board, for that reason alone, recommends that no favorable consid- 
eration be given to these bills. 

Moreover, the Board believes that no consideration should be given to bills 
to amend the present Railroad Retirement Act until: (1) the fifth actuarial 
valuation of the railroad retirement system has been completed: and (2) more 
experience in the administration of the act as amended on October 30, 1951; 
by Public Law 234, 82d Congress, 1st session, has been acquired. 

This report has been cleared with the Bureau of the Budget, which informs 
us that there is no objection to its submission. 

Sincerely yours, 


WILLIAM J. KENNEDY, Chairman. 
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RATLROAD RETIREMENT BOARD, 
Chicago 11, 1ll., February 20, 1958. 
Hon, CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 


Dear Mr. WOLVERTON: This is a report on the following identical bills intro- 
duced in the House of Representatives and referred to your committee for con- 
sideration: 

H. R. 594, introduced by Mrs. St. George on January 3, 1953; H. R. 1736, intro- 
duced by Mr. Van Zandt on January 14, 1953. 

These bills provide full annuities, at not less than one-half the employee’s 
average monthly compensation for the 5 years of highest earnings, for employees 
who have completed 30 years of service or who have attained age 60. 

The enactment of either of these bills would increase very greatly the present 
cost of paying benefits under the Railroad Retirement Act; they provide for 
liberalization of benefits but do not provide for any additional revenue to meet 
the added cost of such liberalization. Such added cost, since the bills make no 
provision for additional revenue to offset it, would leave the railroad retirement 
system in an unsound financial condition. Regardless of other considerations, 
therefore, the Board, for that reason alone, recommends that no favorable con- 
sideration be given to these bills. 

Moreover, the Board believes that no consideration should be given to bills 
to amend the present Railroad Retirement Act until: (1) the fifth actuarial 
valuation of the railroad retirement system has been completed; and (2) more 
experience in the administration of the act as amended on October 30, 1951, 
by Public Law 234, 82d Congress, 1st session, has been acquired. 

This report has been cleared with the Bureau of the Budget, which informs us 
that there is no objection to its submission. 

Sincerely yours, 
WILLIAM J. KENNEDY, Chairman, 


RAILROAD RETIREMENT BOARD, 
Chicago 11, Ill., February 20, 1953. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 


Dear Mr. WoLvertToN: This is a report on H. R. 1378, introduced in the House 
of Representatives by Mr. Cretella on January 9, 1953, and referred to your 
committee for consideration. 

H. R. 1378 provides full annuities equal to 50 percent of the average monthly 
salaries or wages based on the employee's 5 years of highest earnings for em- 
ployees who have completed 30 years of service. 

The enactment of this bill would increase very greatly the present cost of 
paying benefits under the Railroad Retirement Act; it provides for liberalization 
of benefits but does not provide for any additional revenue to meet the added 
cost of such liberalization. Such added cost, since the bill makes no provision for 
additional revenue to offset it, would leave the railroad retirement system in 
an unsound financial condition. Regardless of other considerations, therefore, 
the Board, for that reason alone, recommends that no favorable consideration 
be given to H. R. 1378. 

Moreover, the Board believes that no consideration should be given to bills 
to amend the present Railroad Retirement Act until: (1) the fifth actuarial 
valuation of the railroad retirement system has been completed; and (2) more 
experience in the administration of the act as amended on October 30, 1951, by 
Public Law 234, 82d Congress, 1st session, has been acquired. 

This report has been cleared with the Bureau of the Budget, which informs us 
that there is no objection to its submission. 

Sincerely yours, 
WILLIAM J. KENNeEpy, Chairman. 
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
Washington, June 24, 1958. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: This letter is in response to your request of January 24, 
1953, for a report on H. R. 1999, a bill to amend the Railroad Retirement Act of 
1937 so as to provide that the spouse of an individual who has been awarded a 
disability annuity shall be entitled to a spouse’s annuity if such spouse has at- 
tained the age of 65 

The bill would liberalize the spouse’s benefits provided under the railroad 
retirement program by making them payable to the spouse age 65 or over of a 
worker of any age who is receiving a disability annuity under the railroad 
program. As you know, under the present provisions of the Railroad Retirement 
Act benefits are payable to the spouse of a retired railroad worker age 65 or 
ever if the spouse is age 65 or (in the case of a wife) caring for a child of the 
retired railroad worker who would be eligible for an immediate child’s annuity 
in the event of the worker’s death. 

H. R. 1999 would have no effect on the benefit payments made under the old-age 
and survivors insurance program, or on the present provisions of the Railroad 
Retirement Act which require cost adjustments between the railroad retirement 
and old-age and survivors insurance programs. It would affect the administra- 
tion of this program only insofar as there would be more cases in which the 
Railroad Retirement Board would require information about old-age and sur- 
vivors insurance benefits payable to individuals receiving spouse’s annuities under 
the railroad program, in order that they may make reductions in the amounts of 
the railroad annuities when required under the Railroad Retirement Act. The 
question involved seems to be a matter of railroad retirement policy. 

This Department has no recommendations as to legislative action on H. R. 1999. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report to your committee. 

Sincerely yours, 
Oveta Cup Hospsy, Secretary. 


RAILROAD RETIREMENT BoArD, 
Chicago 11, Ill., February 20, 1953. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 

Dear Mr. Wotverton: This is a report on H. R. 1999, introduced in the House 
of Representatives by Mr. Rees of Kansas on January 23, 1953, and referred to 
your committee for consideration. 

The bill would amend the Railroad Retirement Act so as to change the eligi- 
bility conditions for a spouse’s annuity. Public Law 234, 82d Congress, 1st 
session, approved October 30, 1951, requires that an annuitant must have 
attained the age of 65 before the spouse of such annuitant can be eligible for a 
spouse’s annuity, but the bill would make an exception for the spouse of a dis- 
ability annuitant. In such case, if the spouse has attained age 65, and otherwise 
meets the eligibility requirements for a spouse’s annuity, the age of the disability 
annuitant would not be material. 

The Railroad Retirement Act had no provision for a spouse’s annuity before 
the enactment of Public Law 234, supra, while the Social Security Act did provide 
for spouses’ benefits. There was a demand on the part of railroad workers for a 
provision for spouses’ annuities the same as in the Social Security Act; and to 
satisfy this demand, such a provision was enacted in 1951. The Board believes 
it would be unwise to depart from the precedent established by Congress that 
the spouse’s annuity under the Railroad Retirement Act should be provided 
under the same conditions as under the Social Security Act. For this reason, 
the Board recommends that no favorable consideration be given to H. R. 1999. 

This report has been cleared with the Bureau of the Budget, which informs 
us that there is no objection to its submission. 

Sincerely yours, 
WILLIAM J. KENNepy, Chairman. 
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DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
Washington, D. C., June 23, 1958. 
Hon, CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 

DEAR Mr. CHAIRMAN: This letter is in response to your request for a report 
on H. R. 3104, a bill to amend the Railroad Retirement Act of 1987, as amended, 
by reducing the age requirement for a widow’s insurance annuity from 65 to 60. 

This bill would have no effect on the benefit payments made under the old-age 
and survivors insurance program, or on the transfers of funds between the 
railroad retirement and old-age and survivors insurance programs required 
under the present cost adjustment provisions of the Railroad Retirement Act. 
Accordingly, the question as to whether to lower the age requirement for widow’s 
railroad retirement annuities to age 60 would seem to be solely a matter of 
railroad retirement policy. 

This Department has no recommendations as to legislative action on 
H. R. 3104. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report to your committee. 

Sincerely yours, 
OvetTa Cup Horpsy, Secretary. 


RAILROAD RETIREMENT BOARD, 
Chicago, 1U., February 25, 1953. 
Hon. CHARLES A, WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D. C. 


Dear MR. WOLVERTON: This is a report on H. R. 3104, introduced in the House 
of Representatives by Mr. Van Zandt on February 16, 1953, and referred to your 
committee for consideration. 

H. R. 3104 provides for reducing the age requirement for a widow’s insurance 
annuity from 65 to 60. 

The enactment of this bill would increase very greatly the present cost of 
paying benefits under the Railroad Retirement Act; it provides for liberalization 
of benefits but does not provide for any additional revenue to meet the added 
cost of such liberalization. Such added cost, since the bill makes no provision 
for additional revenue to offset it, would leave the railroad retirement system 
in an unsound financial condition. Regardless of other considerations, therefore, 
the Board, for that reason alone, recommends that no favorable consideration 
be given to this bill. 

Moreover, the Board believes that no consideration should be given to bills to 
amend the present Railroad Retirement Act until (1) the fifth actuarial valua- 
tion of the railroad retirement system has been completed; and (2) more experi- 
ence in the administration of the act as amended on October 30, 1951, by Public 
Law 234, 82d Congress, 1st session, has been acquired. 

This report has been cleared with the Bureau of the Budget which informs 
us that there is no objection to its submission. 

Sincerely yours, 
WILLIAM J. KENNEDY, Chairman. 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
Washington, D. C., October 22, 1953. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Forcign Commerce, 
House of Representatives, Washington 25, D. C. 


Dear Mr. CHAIRMAN: This letter is in response to your request of May 1, 1953, 
for a report on H. R. 4946, a bill to amend section 10 (a) of the Railroad Retire- 
ment Act of 1937. 

This bill would delete the requirement now in the Railroad Retirement Act 
specifying that the Railroad Retirement Board member representing railroad 
employees, and the member representing the railroads, should be appointed “so 
as to provide representation on the Board satisfactory to the largest number, 
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respectively, of employees and carriers concerned.” The proposed amendment 
seems to be solely a matter of railroad retirement policy. 

This Department has no recommendations as to legislative action on H. R. 
4946. 

The Bureau of the Budget advises that it perceives no objection to the submis- 
sion of this report to your committee. 

Sincerely yours, 
NELSON A. ROCKEFELLER, 
Acting Secretary. 


RAILROAD RETIREMENT BOARD, 
Chicago, TU, June 22, 1953. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building Washington, D.C. 

DrAR Mr. WOLVERTON: Pursuant to your request of May 1, 1953, the follow- 
ing is the Board’s report on the bill H. R. 4946 which was introduced by Mr. 
Van Zandt on April 30, 1953 

Section 10 (a) of the Railroad Retirement Act of 1937, as amended, provides 
for the appointment of the three members >f the Railroad Retirement Board in 
the following language: 

“One member shall be appointed from recommendations made by repre- 
sentatives of the employees and one member shall be appointed from recom 
mendations made by representatives of carriers, in both cases as the President 
shall direct, so as to provide representation on the Board satisfactory to the 
largest number, respectively, of employees and carriers concerned. One mem- 
ber, who shall be the Chairman of the Board, shall be appointed * * * without 
recommendation by either carriers or employees * * *” [Italic supplied.] 

The bill H. R. 4946 would strike out the underscored language. 

The Board believes that the most essential principle of a republican form of 
government, such as ours, is that representation in the government is “satis- 
factory to the largest number” of citizens. The language in section 10 (a) which 
this bill would strike out is based on this essential principle, and should therefore 
not be stricken. Accordingly, the Board is opposed to the bill and requests that 
no favorable consideration be given to it. 

This report has been cleared with the Bureau of the Budget, which informs us 
that there is no objection to its submission. 

Sincerely yours, 
WILLIAM J. KeENNEpDy, Chairman 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill., July 14, 1958. 
Hon. CHArLes A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce 
House Office Building, Washington, D.C. 

Dear Mr. WOLVERTON: This is a report on H. R. 5254, introduced in the House 
of Representatives by Mr. Pillion on May 18, 1953, and referred to your com- 
mittee for consideration. 

This bill provides full annuities equal to 50 percent of the average monthly 
salaries or wages based on the 5 years of highest earnings, for employees who 
have completed 30 years of service. 

According to the fifth actuarial valuation of he railroad-retirement system, 
the present cost of the benefits under the Railroad Retirement Act is 13.41 per- 
cent of payroll. Since the total tax rate for the maintenance of the system is 
only 12.5 percent of payroll, there is now a deficiency in the system of 0.91 percent 
of payroll. The enactment of the bill here under consideration would increase 
very greatly the present cost of paying benefits under the Railroad Retirement 
Act because it provides for liberalization of benefits but does not provide for any 
additional revenue to meet the added cost of such liberalization. Such added 
cost would therefore increase the present deficiency. As a matter of fact, the 
provision in this bill that the monthly annuity shall be computed by multiplying 
an individual’s years of service by 50 percent of his monthly compensation, as the 
term “monthly compensation” is defined in the bill, would bankrupt the system 
if it were enacted. Regardless of other considerations, therefore, the Board, for 
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that reason alone, recommends that no favorable consideration be given to 
H. R. 5254. 

Moreover, the Board believes that no consideration should be given to bills 
to amend the present Railroad Retirement Act until more experience in the 
administration of the act, as amended on October 30, 1951, by Public Law 23 
S2d Congress, Ist session, has been acquired. 

This report has been cleared with the Bureau of the Budget, which informs 
us that there is no objection to its submission and that the Bureau itself, for 
the reasons stated herein, also recommends against favorable consideration of 
this bill. 

Sincerely yours, 
WILLIAM J. KENNEDY, Chairman 


RAILROAD RETIREMENT BOarp, 
Chicago, Ill., July 14, 19538 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Forcign Commerce, 
Mouse Office Building, Washington, D. C. 


DEAR Mr. WOLVERTON: This is a report on H. R. 5269, introduced in the House 
of Representatives by Mr. Cunningham on May 19, 1953, and H. R. 5625 
duced in the House of Representatives by Mr. Radwan on June 9, 1953, 
of which bills were referred to your committee for consideration. 

Each of these identical bills would amend the Railroad Retirement Act of 
1937 as follows: 

1. Full annuities would be payable after 35 years of service, regardless of 
age, or at age 60 after the completion of 30 years of service. 


2. In the computation of the average monthly compensation for service be 
fore 1937, the present 1924-31 base period would be replaced by the 5 calendar 
vears before 1937, consecutive or otherwise, included in the employee's “years of 
service” and for which “he received aggregate compensation exceeding that re 
ceived by him for any other such calendar year.” 

3. All employee annuities and pensions would be increased by 15 percent 

$. A new minimum provision would apply in the cases of persons with 30 
vears of service. This minimum would equal 50 percent of the employvee’s aver 
age monthly compensation for the 5 calendar years, consecutive or otherwise, 
included in his total “years of service” for which he “received aggregate com 
pensation exceeding that received by him for any such calendar year.” 

5. The dual-benefit restriction contained in the last paragraph of section 
3 (b) of the act would be repealed. 

6. The present restriction in section 3 (e) of the act requiring the reduction 
of the spouse’s annuity by the amount of her insurance benefit under the Social 
Security Act would be repealed. 

The changes listed in tiems 1 to 4 above would become effective after the last 
day of the month of enactment into law of the bills; those in items 5 and 6 
would be retroactively effective as of October 31, 1951. 

The combined employer and employee taxes for the support of the railroad 
retirement system amount to 12.5 percent of taxable payroll (a maximum of 
$300 per month per employee). The fifth actuarial valuation of the assets and 
liabilities under the Railroad Retirement Act, recently issued, shows that the 
level cost of paying benefits under the act is 13.41 percent of taxable payroll, 
indicating a present deficiency of 0.91 percent of payroll. 

We estimate the additional cost of paying benefits, should either of these 
hills be enacted, at 4.7 percent of payroll, or $235 million a year on an estimated 
annual payroll of $5 billion. This would increase the deficiency from the pres 
ent 0.91 percent of payroll to 5.61 percent of payroll. 

Although there are many other reasons why the Board believes that these 
bills should not be enacted, the fact that the bills would provide no additional 
revenue to meet the substantial increase in the cost of paying benefits compels 
the Board, for that reason alone, to recommend that no favorable consideration 
be given to these bills. 

This report has been cleared with the Bureau of the Budget. which informs 
us that there is no objection to its submission and that the Bureau itself, for the 
reasons stated herein, also recommends against favorable consideration of 
these bills. 

Sincerely yours, 
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Witttam J. KENNEDY 
Chairman. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., July 13, 19538. 
Hon. CHARLES A, WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Re prese ntatives, 
House Office Building, Washington 25, D. C. 


My Dear Mr. CHAIRMAN: This will acknowledge your letters of June 5, 10, 11, 
23, and 27, 1953, asking for reports on H. R. 5571, H. R. 5624, H. R. 5625, H. R. 
5631, H. R. 5854, and H. R. 5936. These are all bills to increase benefits under 
the Railroad Retirement Act, as follows: 

H. R. 5571 would (1) begin spouses’ annuities at age 60 instead of at age 65; 
(2) base monthly compensation on the 5 best years, whether consecutive or not, 
as compared to the present lifetime average method; (3) start widows’ and 
widowers’ annuities at age 55 rather than at 65; and (4) remove the work restric- 
tion for survivor annuitants. The Railroad Retirement Board has estimated the 
cost of the bill at $125 million a year, or 2.5 percent of taxable payroll. 

H. R. 5624 would repeal the dual benefit restriction, enacted by Public Law 
234, 82d Congress, which requires a reduction in Railroad Retirement Act bene- 
fits based on untaxed service before 1937 where the annuitant or his spouse 
is entitled also to benefits from the old-age and survivors insurance system. 

H. R. 5625 would (1) provide full annuities after 35 years of service, regard- 
less of age, or at age 60 after 30 years’ service; (2) change the 1924-31 base 
period for determining a\erage monthly compensation to the 5 highest years 
during the period before 1987; (3) increase all annuities and and pensions by 
15 percent; (4) base minimum bencfits for persons with 30 years’ service on 
the 5 years of highest earnings; and (5) repeal the dual-benefit restrictions. 
The Railroad Retirement Board has estimated the cost of the bill at $235 million 
a year, or 4.7 percent of taxable payroll. 

H. R, 5631 would provide full annuities regardless of age for employees with 
30 years’ service and whose employment has been terminated by reason of 
abandonment of a railroad. 

H. R. 5854 would change the permissible retirement age from 65 to 60 and pro- 
vide payments of $95 a month to widows regardless of age. 

H. R. 5°36 would create a new benefit for dependent sisters of unmarried retired 
railroad workers patterned after the existing spouses’ benetit. 

In considering these proposals to liberalize benefits under the Railroad Retire- 
ment system we believe that the following points are important : 

1. Study by Joint Committee on Railroad Retirement Legislation—During 
1952 the Joint Committee on Railroad Retirement Legislation, under the chair- 
manship of Senator Douglas, made a broad review of all aspects of the railroad 
retirement system, including its relationship to the old-age and survivors insur- 
ance system. The Committee’s report is expected to be available soon. It would 
appear desirable to postpone all legislation in this area until this report and its 
conclusions can be thoroughly studied and until experience under Public Law 
234, 82d Congress, can be assessed. 

2. Coordination with old-age and survivors insurance system.—While the 
railroad retirement system is a staff pension system for a particular industry, 
it also embodies important social insurance features. In addition, it is now 
closely linked to the old-age and survivors insurance system as the result of 
Public Law 234, 82d Congress, and earlier amendments coordinating survivorship 
benefits under the two systems. Therefore, in studying legislation to amend the 
Railroad Retirement Act it is essential to consider the possible effect, directly 
or indirectly, on the old-age and survivors insurance system. For example, 
H. R. 5624 and H. R. 5625 would repeal the so-called dual-benefit restriction 
enacted by Public Law 234, 82d Congress, and thereby reduce coordination be- 
tween the two systems. Similarly, the various proposals in the bills for new 
or very liberal benefits (such as for early retirement) may set a precedent for 
increasing social-security system benefits. 

3. Financial situation of the railroad retirement system.—The policy of the 
Congress since the inception of the system has been to maintain it on a self- 
supporting basis. However, the system is not now solidly financed. According 
to the fifth actuarial valuation, which has recently been completed, the present 
cost of benefits under the Railroad Retirement Act is 13.41 percent of taxable 
payroll. Since the combined employee and employer tax rate for maintenance 
of the system is only 12.5 percent of payroll, the valuation shows a present 
deficiency in the system of 0.91 percent of payroll. 
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The various bills here under consideration would cost from a few million 
dollars to as much as $235 million a year, but none of them provides for any 
additional revenues to meet the added cost of the new or liberalized benefits, 
As a consequence they would increase the present deficit of the system 

For the foregoing reasons the Bureau of the Budget recommends against 
favorable consideration of these bills by the committee 

Sincerely yours, 
ROWLAND HUGHES, 
Assistant Director 


RAILROAD RETIREMENT Boarp, 
Chicago 11, 1ll., July 14, 19538. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce 
House Office Building, Washington 25, D. C. 


Dear Mr. WoLvertTON : This is a report on H. R. 5571, which was introduced in 
the House of Representatives on June 4, 1953, by Mr. Jonas of Illinois, and which 
was referred to your committee for consideration. 

This bill would amend the Railroad Retirement Act as follows: 

1. Spouses’ annuities could begin at age 60 instead of the present age of 65 
Spouses’ annuities are payable to the spouses of employees who have attained age 
65 and who have been awarded annuities or pensions under the act. This require 
ment that the employee himself must have attained age 65 would be retained in 
the proposed amendment. 

2. The monthly compensation for retirement annuity purposes would be com- 
puted on the basis of the employee’s best 5 years of earnings whether consecutive 
or not. The $300 limitaticn on creditable monthly compensation would be re 
tained, but no earnings for any period after the calendar year in which the 
employee attained age 65 would be considered part of his creditable compensa- 
tion. Under the present act such carnings are included in the employee’s credit- 
able compensation, 

3. Widows’ and widowers’ annuities could begin at age 55 rather than at the 
present age of 65. 

4. Under the present act, survivor anuities (those payable to widows, widowers, 
children, and parents) are not payable for any month in which the annuitant 
works for an employer under the Railroad Retirement Act, or for any month in 
which the annuitant earns wages of more than $75 a month under the Social 
Security Act. The proposed amendments would remove these work restrictions 

The combined employer and employee taxes for the support of the railroad 
retirement system amount to 12.5 percent of taxable payroll (a maximum of 
$300 per month per employee). The fifth actuarial valuation of the assets and 
liabilities of the railroad retirement system, recently issued, shows that the level 
cost of paying present benefits under the act is 13.41 percent of taxable payroll. 

The increased cost of paying benefits under the Railroad Retirement Act, 
should the proposed amendments in this bill be adopted, would be approximately 
2.5 percent of taxable payroll, or $125 million a year on an estimated annual 
payroll of $5 billion. 

Although this bill would provide for the liberalization of present benefits under 
the act, it would not provide for any additional revenue to meet the increased 
cost of such benefits. Regardless of other considerations, therefore, the Board 
for that reason alone must recommend that no favorable consideration be given 
to this bill. 

This report has been cleared with the Bureau of the Budget, which informs 
us that there is no objection to its submission and that the Bureau itself, for 
the reasons stated herein, also recommends against favorable consideration of 
this bill. 

Sincerely yours, 


WILLIAM J. KeNnNeEpy, Chairman. 
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RAILROAD RETIREMENT BoOaRp, 
Chicago, Ill., July 14, 1958. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 


Dear Mr. Wolverton: This is a report on H. R. 5681, introduced in the House 
of Representatives by Mr. Baker on June 9, 1953, and referred to your committee 
for consideration. 

This bill provides full annuities regardless of age for employees who have 
completed 30 years of service and whose railroad employment has been termi- 
nated by reason of the abandonment of a railroad 

According to the fifth actuarial valuation of the railroad retirement system, 
the present cost of the benefits under the Railroad Retirement Act is 13.41 
percent of payroll. Since the total tax rate for the maintenance of the system 
is only 12.5 percent of pay roll, there is now a deficiency in the system of 0.91 
percent of payroll. The enactment of the bill here under consideration would 
increase very greatly the present cost of paying benefits under the Railroad 
Retirement Act because it provides for liberalization of benefits but does not 
provide for any additional revenue to meet the added cost of such liberalization. 
Such added cost would therefore increase the present deficiency. Regardless of 
other considerations, therefore, the Board, for that reason alone, recommends 
that no favorable consideration be given to H. R. 5631 

Moreover, the Board believes that no consideration should be given to bills 
to amend the present Railroad Retirement Act until more experience in the 
administration of the act as amended on October 30, 1951, by Public Law 234, 
S2d Congress, Ist session, has been acquired. 

This report has been cleared with the Bureau of the Budget, which informs 
us that there is no objection to its submission and that the Bureau itself, for 
the reasons stated herein, also recommends against favorable consideration of 
this bill. 

Sincerely yours, 


WILLIA J. KENNEDY, Chairman 


RAILROAD RETIREMENT Boarp, 
Chicago, IL, July 14, 1958. 
Hon. CHARLES A, WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, W ashington, D.C. 


DEAR Mr. WOLVERTON: This is a report on H. R. 5854, introduced in the House 
of Representatives by Mr. Perkins on June 19, 1953, and referred to your com- 
mittee for consideration. 

The bill would amend the Railroad Retirement Act as follows: 

1. For employees filing an application for a retirement annuity on or after the 
date of enactment of the bill, the normal retirement age would be 60 instead of 
65, the present normal retirement age. 

2. Employees who attained age 60 before the enactment of the bill could 
specify in their applications that their annuities should begin on or after their 
attaining age 60. The present limitation that the annuity cannot begin more 
than 6 months before the filing date of the application would not apply in such 
cases 

8. Widows of completely insured employees, regardless of the widows’ ages, 
would be entitled to a widow's annuity in the amount of $95 a month, so long 
as they did not remarry. 

4. Widows of partially insured employees, who had certain minor children 
of such employees in their care, would be entitled to annuities of 895 a month so 
long as they did not remarry and were caring for such minor children. 

5. All widows’ annuities payable on the enactment date would be increased 
to $95 a month without application therefor 

The Board has consistently opposed lowering the normal retirement age 
below, age 65, except in the cases of disabled employees. At present, employees 
premanently disabled for all regular employment can obtain retirement an- 
nuities regardless of age, provided they have acquired 10 years of service, the 
minimum required for all types of retirement annuities. Employees who are 
not so disabled, but who are permanently disabled for their own railroad ocecu- 
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pations, can obtain annuities if they have performed 20 years of service, regard- 
less of age, or if they have attained age 60, provided in both cases that they 
are still connected with the railroad industry. Employees who are not disabled 
but who have performed 30 years of service can now obtain reduced annuities 
between ages 60 and 65. The reduction is one-one hundred eightieths of the 
normal amount of the annuity for each month the employee lacks of reaching 
age 65. (This reduction does not apply to female employees, who may receive 
unreduced annuities at age 60, if they have performed 30 years of service.) 

Most able-bodied employees retiring from railroad work at age 60 would seek 
other employment and, in times like the present, would, in most cases, be able 
to obtain such employment. The Board sees no good reason for encouraging 
the retirement from the railroad industry of such employees before they are 
ready to retire from all work. 

For normal retirement at age 60, we estimate the increased cost of paying 
benefits at 2 percent of payroll. For the liberalizations in widows’ annuities, 
we estimate an additional cost of 3 percent of payroll. Thus, the enactment 
of this bill would increase the cost of paying present benefits by an estimated 
5 percent of payrol, which, on an estimate annual payroll of $5 billion, would 
amount to $250 million a year. 

According to the fifth actuarial valuation of the assets and liabilities under 
the Railroad Retirement Act, the present cost of paying benefits is 13.41 percent 
of payroll. Since the total tax rate for the maintenance of the system is only 
12.5 percent of payroll, there is a present deficiency of 0.91 percent of payroll. 
The enactment of this bill would increase tis present deficiency to 5.91 percent 
of payroll, because no additional revenue would be provided by the bill. 

There are other reasons why the Board believes that this bill should not be 
enacted. But, because of the effect of its enactment on the financial soundness 
of the system, the Board for that reason alone is constrained to recommend that 
no favorable consideration be given to this bill. 

This report has been cleared with the Bureau of the Budget, which informs us 
that there is no objection to its submission and that the Bureau itself, for the 
reasons stated herein, also recommends against favorable consideration of this 
bill. 





Sincerely yours, 
WILLIAM .J. KENNEDY, Chairman 


RAILROAD RETIREMENT BoArbD, 
Chicago, IU., July 14, 1958. 
Hon. CHARLES A, WOLVERTON, 
Chairman, Committee on Interstate and Foregn Commerce, 
House Office Building, Washington, D. C. 

Dear Mr. WoLveRTON: This is a report on H. R. 5936, introduced in the House 
of Representatives by Mr. D’Ewart on June 25, 1953, and referred to your com 
mittee for consideration. 

This bill would provide monthly benefits for the dependent 65-year-old sister 
of a 65-year-old, unmarried annuitant or pensioner under the Railroad Retire 
ment Act, equal to the amount which would be payable as a spouse's annuity if 
the annuitant had a spouse. It would cease upon the death of the pensioner 
or annuitant or when a spouse of such annuitant or pensioner became entitled 
to a spouse’s annuity. Not more than one dependent sister of each pensioner 
or annuitant could receive such sister’s benefits at the same time. 

The present spouses’ and survivors’ benefits provided under the Railroad 
Retirement Act are modeled upon, and, generally, coordinated with, such bene- 
fits payable under the Social Security Act. Careful consideration should be 
given to the question of whether such a new benefit should be provided under 
the former act but not under the later. 

The present railroad retirement system, according to the fifth actuarial valu- 
ation of the assets and liabilities under the Railroad Retirement Act, recently 
released, is already underfinanced. This proposal would obviously add to the 
cost of paying present benefits but would provide for no additional revenue. 
Furthermore, the enactment of such a proposal might also encourage further 
proposals to provide benefits for dependent children over age 18, for dependent 
brothers, for dependent parents, and so on, which, of course, would still further 
increase the present deficiency. 
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For the reasons mentioned, the Board recommends that no favorable considera- 
tion be given to this bill. 

This report has been cleared with the Bureau of the Budget, which informs 
us that there is no objection to its submission and that the Bureau itself, for 
the reasons stated herein, also recommends against favorable consideration of 
this bill. 

Sincerely yours, 
WILLIAM J. KENNEDY, Chairman, 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
Washington, February 24, 1954. 
lion. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreiqn Commerce, 
House of Representatives, Washington, D. ¢ 


1953, for a report on H. R. 6408, a bill to amend the Railroad Retirement Act 
of 1987 so as to permit individuals entitled to receive annuities or pensions under 
that act to waive payments thereof 

It is not clear whether the bill would have any effect on the benefit payments 
made under the old-age and survivors insurance program, or on the operation 
of the present provisions of the Railroad Retirement Act which require cost 
adjustments between the railroad retirement and old-age and survivors insurance 
programs. As you know, under the provisions of the Railroad Retirement Act 
which coordinate the benefits of the two programs, survivorship benefits based 
on combined credits in railroad employment and in employment covered under 
the old-age and survivors insurance program are payable under one program or 
the other. We judge that it is not the purpose of H. R. 6403 to affect the opera- 
tion of these provisions. However, if the waiver of a payment under the rail- 
road retirement program were interpreted as preventing the individual from 
being entitled to a railroad retirement annuity for the purposes of section 5 (g) 
(1) of the Railroad Retirement Act, the waiver could result in the individual’s 
becoming entitled to a benefit under the old-age and survivors insurance pro- 
gram. We would therefore suggest that the language of the bill be modified 
to make clear that it is not contemplated that a waiver of a payment under the 
railroad program is to result in the individual’s becoming entitled to a benefit 
under old-age and survivors insurance 

Aside from this point the question involved seems to be entirely a matter of 
railroad retirement policy. This Department therefore has no recommendations 
as to legislative action on H. R. 6403 

The Bureau of the Budget advises that it perceives no objection to the sub- 
mission of this report to your committee 

Sincerely yours, 


DEAR Mr. CHAIRMAN: This letter is in response to your request of July 22 


Oveta CuLP Hosry, Secretary. 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill., February 15, 1954. 
Ilon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreian Commerce, 
House Office Building, Washington, D.C. 

Dear Mr. WoLvertTON: This is the report on the bill H. R. 6403 requested by 
you in your letters of July 22 and September 14, 1953 

The bill would permit any person entitled to an annuity or pension under the 
Railroad Retirement Act to waive, in whole or in part, such annuity or pension. 
The board has no objection to the bill, but in order to avoid some problems 
which the bill might create with regard to the right to a spouse’s annuity and 
the amount thereof, as well as the amount of the residual lump sum, under the 
Railroad Retirement Act, we suggest that the bill be amended by substituting 
the word “awarded” for the words “entitled to” and by adding at the end of 
the bill the following sentence: “Such waiver shall have no effect on the amount 
of a spouse’s annuity, or of a lump sum under section 5 (f) (2), which would 
otherwise be due.” 

The proposed amendments will have no effect on the results which the bill 
proposes to achieve. 
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This report has been cleared with the Bureau of the Budget, which informs 
us that there is no objection to its submission. 
Sincerely yours, 
RAYMOND J. KELLY, Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., February 11, 1954. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
New House Office Building, Washington 25, D. C. 


My Dear Mr. CHAIRMAN: This is in response to your letter of July 22, 1953, 
requesting a report on H. R. 6403, a bill to amend the Railroad Retirement Act 
of 1937 so as to permit individuals entitled to receive annuities or pensions under 
that act to waive payment thereof. 

Although H. R. 6403 is in the form of an amendment to the Railroad Retirement 
Act, a major effect of the bill would be to increase the number of persons who 
might become eligible for nonservice-connected veterans’ pensions. It is, there- 
fore, important that the impact of the proposed legislation on veterans’ pension 
programs be given careful consideration. 

Existing laws governing veterans’ benefits provide that a nonservice-connected 
disability or death pension may be paid only if the annual income of the recipient 
is less than $1,400 if the person is unmarried and $2,700 if married or with minor 
children. An important result of H. R. 6403 would be to permit any person who 
is entitled to an annuity or pension under the Railroad Retirement Act to waive 
all or part of it in order to come within the income limitations specified in 
veterans’ laws and thereby to qualify for a veteran’s nonservice-connected 
pension. 

Veterans’ compensation benefits for service-connected disability or death are 
not subject to any income limitations. 

Veterans’ non-service-connected pensions are gratuities paid from general rev 
enues to give some measure of support to veterans and dependents of veterans 
who are in poor financial circumstances. In keeping with this purpose, an income 
test has been applied for many years in determining eligibility for pension and 
the total pension rates paid have been enough to provide only a part of living 
expenses. In recognition of the fact that the pensions need to be supplemented 
by other income, the income limitations used in determining eligibility have been 
liberal. The full rate of veterans’ pension is paid if the outside income of a 
veteran or his dependents does not exceed the prescribed annual limit of $1,400 
or $2,700. Since the pension rate for a veteran who has attained age 65 is 
generally $75 a month, existing income tests permit a combined outside income 
plus veteran’s pension of up to $2,300 a year for a single veteran and up to 
$3,600 a year for one with dependents. In the case of veterans disabled so badly 
that they need full-time care and attendance, the pensions are $129 a month. 
Widows in nonservice-connected cases receive pensions of $48 monthly. 

Veterans’ non-service-connected pensions are basically for the purpose of aiding 
needy veterans or their families. In view of the liberal terms on which they are 
now provided, it appears that exceptional grounds should be required to justify 
further liberalization of treatment for any particular group. It would appear 
anomalous for the Government to establish general income tests as a measure 
of need for benefits which it pays and then to exempt particular groups from 
these tests by permitting special waivers of those benefits. 

While we are aware that language similar to that now proposed in H. R. 6403 
was enacted for annuitants under the Civil Service Retirement Act in section 3, 
Public Law 555, 82d Congress, we do not believe that it should be taken as a 
governing precedent. The legislative history of the section, as specifically referred 
to in the reports of both the House and Senate committees (H. Rept. 2407 and S 
Rept. 1481, 82d Congress), indicates that it was the clear intent of the Congress 
to interpret the waiver provision as applying only to the limited and temporary 
increases granted under the act. The specific language in the act is broader, 
however, and is being administered accordingly by the Civil Service Commission 
rather than in the limited sense indicated by the legislative history. Enactment 
of such exceptions for special groups discriminates against the vast body of other 
veterans and tends to generate demand for wholesale and costly liberalization 
in benefits. 
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Turning now to the effect of H. R. 6403 on railroad retirement annuitants, it 
appears that the proposed legislation would benefit only the relatively few whe 
have veteran status and also receive the highest benefits under the Railroad 
Retirement Act. This follows from two points. First, only part of the railroad 
annuitants are veterans. Figures on the number of veterans in railroad employ- 
ment are not available, but a general impression of the possible ratio can be 
gained from the fact that there are now about 20 million veterans in this country 
with its total civilian labor force of about 63 million. In the total veteran pepu- 
lation there were only about 423,000 veterans age 65 or older on June 30, 1953. 
This would indicate that Railroad Retirement annuitants who have veteran 
status at the present time are still relatively few. 

Secondly, the existing Veterans’ Administration income limits for pensions are 
liberal enough so that most railroad workers can draw both sets of benefits under 
present laws. The 1952 annual report of the Railroad Retirement Board (p. 231) 
indicates that of the 257,000 employee annuitants under the Railroad Retirement 
Act on December 31, 1951, only approximately 27 percent were receiving more 
than $1,400 a year in benefits. None was receiving more than $2,700 a year. 
Judging from census data, it is probable that a majority of those receiving more 
than $1,400 a year were married, and hence were not barred from the veterans’ 
pensions discussed above if they were veterans. 

Under existing provisions of the Railroad Retirement Act, the maximum possi- 
ble ultimate benefits for an individual will be $165.60 a month, or $1,987.20 a year. 
As a rule only the railroad workers with the highest annuitants would benefit 
from the waiver provision. 

Furthermore, practically every former railroad worker who is a veteran can 
qualify for a veteran’s pension at least part of the time he is receiving a railroad 
annuity because Veterans’ Administration regulations exclude all railroad retire- 
ment annuity payments, no matter how large they are, from income until the 
employee's personal contribution is recouped. In addition, it should be noted that 
in practice the spouse’s annuity is also not counted as income in determining the 
veteran’s eligibility for a pension. 

Finally, the financial and budgetary effect of H. R. 6403 should be considered. 
Under the bill railroad retirement annuitants who are also veterans would be 
authorized to waive all or any part of their annuities or pensions. Obviously, 
under this language it would not be to the advantage of any beneficiary to waive 
more than enough to bring him within the Veterans’ Administration’s income 
limitation. Under these circumstances the waived amounts would in all prob 
ability be small, but this would enable the annuitants to qualify for the much 
larger veterans’ pension of up to $900 or more a year. Thus the bill would 
produce some savings for the railroad retirement trust fund at the expense of 
comparatively much larger expenditures from the general fund of the Treasury. 

Since H. R. 6403 is of concern to the Veterans’ Administration, you may be 
interested in the enclosed letter expressing the views of the Veterans’ Adminis- 
tration. 

In the light of the foregoing, it does not appear that H. R. 6403 meets the 
tests of essentiality and soundness of principle which must be applied to all 
proposals for increased Government expenditures. Accordingly, the Bureau of 
the Budget strongly recommends against enactment of the proposed legislation, 
Sincerely yours, 

DONALD R. BELCHER, 
Assistant Director, 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C., November 23, 1958. 
Hon. Josern M. Dopeée, 
Director, Bureau of the Budget, Washington 25, D. C 


Dear Mr. DopnGe: This is in reply to the letter of November 3, 1953, from Mr. 
Roger W. Jones, Assistant Director, Legislative Reference, requesting the views 
of the Veterans’ Administration relative to H. R. 6403, 83d Congress, “A bill to 
amend the Railroad Retirement Act of 1937 so as to permit individuals entitled 
to receive annuities or pensions, under that act to waive payment thereof.” 

The bill proposes to authorize any person entitled to the payment of an annuity 
or pension under the provisions of the Railroad Retirement Act of 1937 (50 Stat. 
307), «8 amended (45 U. 8S. C. 228a—228y), to waive all or any part of such 
annuity or pension, and to revoke such waiver, at any time. 
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Although H. R. 6403, if enacted into law, would not be administered by the 
Veterans’ Administration, its enactment could have an effect on certain pension 
programs which we administer. Under existing law (pt. III, Veterans’ Regu- 
lation No. 1 (a), as amended), pension based on permanent and total non- 
service-connected disability is payable to otherwise eligible veterans of World 
War I, World War II, or of service in the Armed Forces of the United States 
on or after June 27, 1950. The rate of such pension is $683 per month for 10 
years or until the veteran reaches the age of 65, whichever is the earlier, at 
which time he receives $75 per month. A rate of $129 per month is authorized 
in the case of an otherwise eligible veteran who is on account of age or physical 
or mental disability, helpless or biind, or se nearly helpless or blind as to need 
or require the regular aid and attendance of another person. Such pension is 
not pavable to any unmarried person whose annual income exceeds $1,400 or 
to any married person or to any person with minor children whose annual in- 
come exceeds $2,700. It may be noted that this benefit is also available to 
veteraus of the Spanish-American War (including the Boxer Rebellion and 
Philippine Insurrection), but almost all of the veterans of this group who are 
on the pension rolls are receiving such benefits under the more liberal service 
pension laws which do not contain an annual income limitation. 

Pursuant to the act of June 28, 1934 (48 Stat. 1281), as amended and extended 
(38 U. S. C. 508, et seq.), non-service-connected death pension is payable to the 
otherwise eligible widow, child, or children or a veteran who served during World 
War I, World War II, or the Korean hostilities, whose death was not due to 
service therein. The monthly rates are: widow with no child, $48: widow 
with 1 child, $60; with $7.20 for each additional child: no widow, but 1 child, 
$26; no widow, but 2 children, $39, equally divided; no widow, but 3 children, 
$52, with $7.20 for each additional child, total equally divided. Eligibility for 
such pension is subject to an annual ineome limitation of $1,400 with respect 
to a widow without child, or to a child, or $2,700 with respect to a widow with 
a child or children. 

Pursuant to Veterans’ Administration regulations, in determining annual 
income for purposes of the income limitations governing payment of the men- 
tioned pension benefits, railroad retirement benefits are considered as income 
after the cost of the benefits to the annuitant (as personal contributions to the 
fund) has been recovered by him. This regulation contemplates that the entire 
amount of the worker's annuity following retirement will be applied each year 
to amortize the cost of such annuity, after which the entire annuity will be 
considered as income. It may be noted that railroad retirement benefits received 
by certain dependents of the employee, on the basis of his employment, are 
considered as annual income for purposes of the pension program income 
limitations. 

It appears that if H. R. 6408 is enacted, certain persons who would be pre- 
eluded from receiving disability or death pension benefits because of excessive 
income due to receipt of an annuity or pension under the provisions of the Rail- 
road Retirement Act, could waive all or a portion of their railroad retirement 
annuity or pension so as to become eligible for the Veterans’ Administration 
pension benefits. 

The mentioned disability pension program is designed primarily to afford a 
modest allowance to seriously disabled veterans who are in limited financial cir 
cumstances but whose condition is not the outgrowth of their war service. Simi- 
larly, it has been the consistent policy of the Congress to restrict the payment 
of death pension benefits, discussed above, to widows and children in limited 
financial circumstances, the theory of the legislation being to afford some measure 
of support to those primary dependents who survive the veteran and who are 
in need. The annual income limitations applicable to both pension programs 
have been established by the Congress as a test for determining whether an 
applicant satisfies the requirement of need. It would appear anomalous for 
the Government to permit, by enactment of H. R. 6403, waiver of all or a 
portion of the benefits authorized under one program it administers so as to 
render persons eligible for benefits payable pursuant to another program—to the 
financial detriment of the Federal Government. It is recognized, in this con- 
nection, that this is currently permissable under section 3 of the act of July 
16, 1952 (66 Stat. 724: 5 U. S. C. 716), after which H. R. 6403 appears to be 
patterned, which section authorizes any person entitled to an annuity from the 
civil-service retirement and disability fund to waive all or any portion of such 
annuity. 
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The Veterans’ Administration is unable to estimate the financial effect of the 
bill on the pension programs which it administers. 
Sincerely yours, go 
H. V. HicHiey, Administrator. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., April 21, 1954. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D.C 

My Dear Mr. CuarrMaNn: This is in reply to your letter of February 11, 1954, 
requesting the views of this office with respect to H. R. 7765, a bill ‘To amend the 
Railroad Retirement Act of 1937 to eliminate the requirement that a widow 
once entitled to a current insurance annuity must have a child of the deceased 
employee who is under the age of 18 in order to remain entitled to such annuity.” 

As indicated in the report of the Chairman of the Railroad Retirement Board, 
the proposal would add to the costs of the railroad retirement system without 
any provision for increasing revenues to cover such costs. This would aggravate 
the present acturial deficiency of the program, which is almost 1 percent of 
covered payrolls. 

For this reason, the Bureau of the Budget does not recommend favorable con- 
sideration of the proposed bill 

Sincerely yours, 
DoNALD R. BELCHER, 
issistant Director. 


UNITED STATES OF AMERICA, 
RAILROAD RETIREMENT Boarp, 
Chicago 11, 1ll., March 3, 1954. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D. C. 

Drar Mr. WOLVERTON: This is the report of the Railroad Retirement Board on 
H. R. 7765, “A bill to amend the Railroad Retirement Act of 1937 to eliminate 
the requirement that a widow once entitled to a current insurance annuity must 
have a child of the deceased employee who is under the age of 18 in order to 


remain entitled to such annuity,” 83d Congress, 2d session, as requested in 
your letter of February 11, 1954. 
The bill would amend section 5 (b) of the Railroad Retirement Act of 1937, 


as amended, to provide that if a widow has become entitled to a current in- 
surance annuity by reason of having in her care a child under age 18 of the de- 
ceased employee, her entitlement shall not cease, even as to the period after the 
child becomes age 18, but shall continue until the widow's remarriage or death 
or until she becomes entitled to a widow's insurance annuity at age 65. 

The bill contains no provision, however, to eliminate the requirement of section 
5 (i) (1) (iv) of the Railroad Retirement Act that the annuity of a widow 
under section 5 (b) be suspended for any month during which the widow will 
not have had in her care a child of her deceased husband and entitled to a 
child’s annuity under section 5 (c). Since no child is entitled to an annuity 
after the age of 18, the bill would thus not carry out its apparent purpose to 
provide the widow’s current annuity beyond the time it otherwise would cease, 
and a further amendment eliminating section 5 (i) (1) (iv) would be necessary. 

Moreover, although the bill would continue the present provision for the 
widow’s annuity to equal, in any event, any spouse’s annuity previously pay- 
able to her while her husband was alive, it would not necessarily protect, 
for the widow, even apart from the question raised above as to section 5 (i) 
(1) (iv), the full amount of the annuity payable while the child was under 
age 18. For section 3 (e) of the Railroad Retirement Act, which otherwise 
would protect the widow (with her child or children) against receiving less 
than would be payable under the Social Security Act had her husband’s employ- 
ment been covered by that act (and which otherwise applies in more than 50 per- 
cent of all survivor annuity cases at the present time) would not be applicable for 
any time after the child (or the youngest of the children if more than 1) became 
age 18. 
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In addition, the effect of the bill would be that if at the time of the em 
ployee’s death the child is 1 month less than 18 years of age, the widow would 
receive annuities not only for the 1 month until the child reaches that age 
but for many years thereafter. But if the child, at the time of the employee’s 
death is age 18, the widow would receive no monthly benefits until age 65. 

Aside from the foregoing considerations, the Board wishes to point out that, 
as you know, the railroad retirement system is maintained on an actuarial re 
serve basis. The cost of the present benefits under the act is 13.41 percent of 
payroll while the total income from taxes is 12.5 percent of payroll. The tax 
rate at the present time is 64% percent of the compensation, up to $300 a month, of 
railroad employees, and a like amount on their employers. In order to meet the 
costs which the bill would add to the railroad retirement system, which it is 
estimated would come to $8,750,000, or 0.175 pereent of payroll, it would be 
necessary either to increase the tax burden on railroad employees and their 
employers or to eliminate some other benefits under the act. 

It is the policy of the Board to oppose any bill, such as this, which would 
add costs to the railroad retirement system but which would make no provisior 
for covering such costs. In view of this, the Board recommends that favorable 
consideration not be given to this bill. 

The Board understood that your committee wanted a prompt report on this 
proposed measure and is, therefore, submitting this report without prior clear- 
ance with the Bureau of the Budget. <A copy of the report is being forwarded 
to the Bureau of the Budget today and you will be informed of the views of 
that Bureau as soon as they are received. 

Sincerely yours, 
RAYMOND J. KeELiy, Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., April 21, 1954. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHAIRMAN: This is in reply to your letter of February 16, 1954, 
requesting the views of this office with respect to H. R. 78438, a bill to amend 
the Railroad Retirement Act of 1937 to permit certain employed persons to be 
paid annuities under such act. 

As indicated in the report which the Railroad Retirement Board has already 
transmitted to your committee, this proposal would add to the cost of the railroad 
retirement program without any provision for financing the increase. Moreover, 
it would restore the situation that prevailed prior to 19387 relative to employ 
ment by a person other than an “employer” under the act, and which the Con 
gZress undertook to correct in 1937. 

Because of these factors, the Bureau of the Budget recommends against enact- 
ment of the bill at the present time 

Sincerely yours, 
DonNALD R. BELCHER, Assistant Director. 


RAILROAD RETIREMENT BOArp, 
Chicago, Ill., March 8, 1954. 
Hon. CHARLES A, WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 

Dear Mr. WoLverton: This is the report of the Railroad Retirement Board 
on H. R. 7843, a bill to amend the Railroad Retirement Act of 1937 to permit 
certain employed persons to be paid annuities under such act, 838d Congress, 2d 
session, as requested in your letter of February 16, 1954 

The bill would amend subsection (a) of section 2 of the Railroad Retirement 
Act of 1937, as amended, to eliminate the present requirement of cessation of 
service for a person, other than an “employer” covered by the act, as a condition 
of eligibility for an annuity. The bill would also amend subsection (b) of sec- 
tion 2 to eliminate the present requirement of relinquishment of rights to return 
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to the service of a person other than an “employer” as a condition for receipt 
of an annuity; and finally, the bill would amend subsection (d) of section 2 to 
eliminate the restriction on an annuitant with regard to working for the person, 
other than an “employer,” by whom the annuitant was last employed prior to 
the beginning date of his annuity 

The amendment proposed by the bill would restore the provisions as they were 
in effect in the Railroad Retirement Act of 1935, insofar as working for a person 
other than an employer is concerned. During the hearings in 1937 on the bill to 
amend the Railroad Retirement Act of 1935, it was stated by a witness for the 
Association of American Railroads and the standard railway labor unions that 
the provisions in the 1935 act in this respect discriminated against career rail- 
road workers who stayed in the railroad industry all their lives, and favored 
those railroad workers who left the railroad industry before retirement age and 
engaged in other employment (hearings before the House Committee on Inter- 
state and Foreign Commerce, 75th Cong., on H. R. 6956, pp. 74-75; hearings 
before the Senate Committee on Interstate Commerce, 75th Cong., on 8S. 2395, 
p. 538). The latter, upon attaining age 65, could receive their annuities under 
the Railroad Retirement Act in addition to their salaries for services for a non- 
employer, while the career workers, upon attaining retirement age, had only the 
annuities to rely upon. The purpose of the provisions, which the bill would 
eliminate, was to avoid the discrimination above referred to. Congress then 
apparently accepted the views in support of these provisions and has continued 
them in effect ever since although amending the act in other respects on many 
occaslons, 

Aside from the question as to its desirability otherwise, the bill Would impose 
additional costs on the railroad retirement system, which, it is estimated, would 
come to about $8,500,000, or 0.17 percent of payroll. In view of this and since 
the Board has always opposed any proposal for amendment which would increase 
costs without providing a method for financing them, the Board recommends that 
the bill not be enacted. 

The Board understood that your committee wanted a prompt report on this 
proposed measure and is, therefore, submitting this report without prior clear- 
ance with the Bureau of the Budget. A copy of the report is being forwarded 
to the Bureau of the Budget today and you will be informed of the views of that 
Bureau as soon as they are received. 

Sincerely yours, 





RAYMOND J, KeL_ty, Chairman. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., April 21, 1954. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Forcign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHatrRMAN: This is in reply to your letter of February 17, 1954, 
requesting the views of this office with respect to H. R. 7916, a bill to amend the 
Railroad Retirement Act of 1937 to provide annuities for certain incompetent 
children of deceased railroad workers. 

As indicated in the report of the Chairman of the Railroad Retirement Board, 
which has already been transmitted to your committee, this proposal would 
increase the costs of the railroad retirement program without provision for 
financing the increased cost. 

For this reason the Bureau of the Budget recommends against enactment of 
the bill. 

Sincerely yours, 
DonALD R. BELCHER, 
Assistant Director. 


RAILROAD RETIREMENT Boarp, 
Chicago, Ill., March 8, 1954. 
Hon. CHArLes A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D.C. 
Dear Mr. Worverton: This is the report of the Railroad Retirement Board 
on H. R. 7916, “a bill to amend the Railroad retirement Act of 1937 to provide 
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annuities for certain incompetent children of deceased railroad workers,” 83d 
Congress, 2d session, as requested in your letter of February 17, 1954. 

The bill would amend section 5 (1) (1) (ii) of the Railroad Retirement Act 
to provide survivor annuities for children over age 18 if they are “permanently 
incapable of self-support by reason of mental or physical defect.” If enacted, 
the bill would require the payment of a monhly annuity to the mother havng 
the child in her care. 

The Board estimates that the cost of this bill would be $850,000 

It is the Board’s policy to oppose any bill which would add additional cost 
to the railroad retirement system without, at the same time, providing for 
financing the added cost. Since the bill here under consideration makes no 
provision to cover the additional $850,000 cost which it would incur, the Board 
recommends that no favorable consideration be given to the bill 

The Board understood that your committee wanted a prompt report on this 
proposed measure and is, therefore, submitting this report without prior clear 
ance with the Bureau of the Budget A copy of the report is being forwarded 
to the Bureau of the Budget today and you will be informed of the views of 
that Bureau as soon as they are received 

Sincerely yours, 
RAYMOND J. Ketty, Chairman 


ISXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington. D. ¢ i ipril Z1, 1954 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, New House Office Building, 
Washington, D.C. 

My Drar Mr. CuarkRMAN: This is in reply to your letter of February 24, 1954 
requesting the views of this office with respect to H. R. T0998, a bill “to amend 
the Railroad Retirement Act of 1937 to increase from $75 to $250 a month the 
amount of outside earnings permitted without loss of benefits in the case of 
widows and children.” 

As indicated in the report of the Chairman of the Railroad Retirement Board, 
which has already been transmitted to your committee, this proposal would 
increase the cost of the railroad retirement program without provision for 
financing the increased cost. In addition, it would lead to inequities as between 
those having a current connection with the railroad industry and those who 
do not have it. 

For these reasons the Bureau of the Budget does not favor enactment of this 
legislation. 

Sincerely yours, 
DonaLp R. BELCHER, 
(ssistant Director 


RAILROAD RETIREMENT BOARD, 
Chicago, 1Ul., March 8, 1954 
Hon. CHARLES A, WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C 

Dear Mr. WoLverTON: This is the report of the Railroad Retirement Board on 
H. R. 7998, “A bill to amend the Railroad Retirement Act of 1937 to increase 
from $75 to $250 a month the amount of outside earnings permitted without 
loss of benefits in the case of widows and children,” S8d Congress, 2d session, 
as requested in your letter of February 24, 1954 

Section 5 (i) (1) (ii) of the Railroad Retirement Act of 1937, as amended 
now provides that no annuities shall be paid to a widow, child, dependent 
widower, or dependent parent if such person “will have rendered service for 
wages as determined under section 209 of the Social Security Act, without 
regard to subsection (a) thereof, or more than $75, or will have been charged 
under section 203 (e) of that act with net earnings from self-employment of 
more than $75.” 

Section 1 of the bill would limit the application of this provision to dependent 
widowers and dependent parents, and permit widows and children to receive 
survivor annuities for any month in which they do not earn more than $250 
in wages or from self-employment. 
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Benefits are paid to survivors of railroad employees either under the railroad- 
retirement system or the social-security system depending upon whether at the 
time of the employee’s death he had “a current connection with the railroad in- 
dustry” and 10 years of service creditable under the Railroad Retirement Act; 
but whichever system pays the survivor benefit, it is based on the combined 
employment credits under both systems. Consequently, if the bill were enacted, 
a widow or child of a deceased railroad worker could earn as much as $250 a 
month without loss of annuity if the deceased happened to have a “current 
connection with the railroad industry” at the time of his death; but if by some 
fortuitous circumstance the deceased had lost this “current connection,” or died 
before he had acquired 10 years of creditable service, his widow and child could 
not earn more than $75 in a month without losing benefits. Obviously, there- 
fore, no change should be made in this provision unless a corresponding change 
is made in the Social Security Act. 

Aside from the question as to its desirability otherwise, the bill would im- 
pose additional costs on the railroad-retirement system, which, it is estimated, 
would come to about $10 million, or 0.20 percent of payroll. In view of this 
and since the Board has always opposed any proposal for amendment which 
would increase costs without providing a method for financing them, the Board 
recommends that the bill not be enacted. 

The Board understood that your committee wanted a prompt report on this 
proposed measure and is, therefore, submitting this report without prior clear- 
ance with the Bureau of the Budget. A copy of the report is being forwarded 
to the Bureau of the Budget today and you will be informed of the views of 
that Bureau as soon as they are received. 

Sincerely yours, 
RayMonp J. Keiry, Chairman. 


RAILROAD RETIREMENT BOARD, 
Chicago, Ill., May 11, 1954. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington, D. C. 

DeAR Mr. WOLVERTON: This is a report on H. R. 8522, which was introduced in 
the House of Representatives on March 23, 1954, by Mr. Poff of Virginia, and 
which was referred to your committee for consideration. 

This bill would— 

(a) Permit full annuities after 35 years of service regardless of age or at 
age 60 after the completion of 30 years of service; and 

(b) Modify the computation of the prior service average compensation by 
replacing the 1924-31 base period with the 5 calendar years before 1937, 
consecutive or otherwise, for which an applicant “received aggregate com- 
pensation exceeding that received by him for any other such calendar year” 
(prior). 

The Board's actuaries estimate that the additional cost of H. R. 8522, over 
and above that of the present act, would come to about $105 million annually. 
Translated in terms of tax rates, somewhat more than 1 percent each from em- 
ployers and employees would be required to meet the increase in the cost of 
benefits presently provided. 

You will notice that in (0) above we have interpreted the last paragraph in 
H. R. 8522 to mean that the 5 calendar years which would be used in determining 
monthly compensation for service prior to January 1, 1937, are the 5 highest 
before 1937. Otherwise, the monthly compensation for service before 1937 would 
be generally higher than for service after 1937. 

Administration of this proposed provision regarding service before 1937 would 
be difficult, if not impossible, since the Board does not have records of the monthly 
compensation of employees which was earned for years other than 1924-31. To 
get such records of monthly compensation, in order to determine the highest 5 
years, would require a very extensive project of getting such information from 
the railroads. It is doubtful whether many of them still have such records. 

For the foregoing reasons, the Board recommends that no favorable consid- 
eration be given to this bill. 

This report has been cleared with the Bureau of the Budget which informs us 
that there is no objection to its submission. 

Sincerely yours, 
RAYMOND J. Ketty, Chairman. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., May 7, 1954. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, 
New House Office Building, Washington 25, D.C. 

My Dear Mr. CHAIRMAN: This is in reply to your letter of March 24, 1954, 
requesting the views of the Bureau of the Budget on H. R. 8522, a bill to amend 
the Railroad Retirement Act of 1937, as amended. 

The proposed bill would make it possible for individuals covered under the 

railroad retirement system to qualify for retirement benefits, regardless of age, 
after 35 years of service or at age 60 after 30 years of service. It would also have 
the effect of increasing the credit for service prior to 1937, through changing 
the formula for computing such credit. 

The Railroad Retirement Board has informed the Bureau of the Budget that 
the proposed revisions would add approximately $105 million a year to the cost 
of the program, and that it would be difficult to administer. It is to be noted 
that the bill contains no provision for financing the additional cost; as a result, 
the present operating deficit of the program would be substantially aggravated. 

In consequence, the Bureau of the Budget does not favor enactment of this bill. 

Sincerely yours, 
DONALD R. BELCHER, 
Assistant Director 

The CHarrMan. I might say that in the consideration of these bills, 
the committee will place great emphasis on the effect these tga 
will have on the railroad retirement account. I think all of us will 
agree that, regardless of the desirability of certain proposed aehei 
ments to the Railroad Retirement Act, we must adhere to the generally 
accepted principle that the solvency of the railroad retirement system 
must not be jeopardized by any amendments to the act. 

I refer to this for the reason that too frequently a bill seems to have 
been introduced without any thought upon the part of the sponsor as 
to what it will cost the fund. This is a very vital matter. This com- 
mittee does not have to be urged to be helpful to retired raiiroad 
workers. It is their desire to do so. They have alw Vays shown that 
desire. However, in fairness to all concerned, and particularly with 
reference to the Dene of the fund, the information that this com 
mittee will most desire in connection with the hearings, on these bills 
will be as to the effect that the particular bill will have upon the 
stability of the account. 

I think it can be generally assumed that the members of the com- 
mittee are anxious to make every possible improvement for the benefit 
of the retired railroad workers, but in order that there may be stability 
and continuity of benefits, it is important that we should have that 
feature of it brought particularly to our attention. 

It is my purpose to give those who have introduced these several bills 
the opportunity to present their reasons for the bills, and such addi- 
tional information as I have indicated is necessary before we hear 
other witnesses. 

I am very pleased that Mr. Crosser has come into the hearing at this 
time for the reason that it was my desire to record the fact that for a 
great number of years our colleague from Ohio, Mr. Crosser, has been 
in the forefront of this battle in behalf of retired railroad workers. 
He has rendered an outstanding service during the time that he has 
served in the Congress, which has been for almost 40 years. 
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During that time his interest in behalf of railroad workers has been 
such that it might be considered a monument to him which will remain 
through all of the years. 

No matter what interest others may have or have taken with refer- 
ence to this type of legislation, there is none who can ever dull the 
light that shines around our distinguished colleague from Ohio in the 
work that he has done. 

May I say that it seems to me inconceivable that having in mind 
the splendid and worthwhile service that he has rendered in the Con 
gress of the United States, with special reference to his work in con 
nection with-railroad retirement legislation to which I have just re 
ferred, may I repeat, it seems inconceivable to me that his own party 
would have denied him the honor and the right that it seemed to me 
he was entitled to have, and which I have felt it was their duty to give 
and which I thought would be given to him. Notwithstanding that 
action I know that the members of this committee, who know so well 
his interest in these matters, appreciate the service that he has ren 
dered through all these years, and we know that even though he may 
not be in the Congress in future sessions, yet I am certain that his 
interest will continue and will remain, and I want him to know that 
we will always be glad to hear from him and give consideration to the 
views that he may offer with respect to any additional legislation that 
may come before this committee on this important subject. 

Mr. Crosser. Mr. Chairman, I am glad that I walked in at the time 
of your tribute to me. I appreciate it more than I can very well 
express. 

I was always more fluent when I was in a battle than when I was 
receiving commendation. 

I do not believe that even members of the committee know how 
far back I go with my interest in the general subject of economic 
justice, one phase of which you have before you today. This is only 
one aspect of the genera! proble m which must be solved in order to 
assure economic justice. I was quite young when I entered Cin- 
cinnati Law School, but in the meantime I had made an intense study 
of political science and political economy. 

Many folks think that because I am not a member of a sect that 
pe rhaps I am not religious. Economic justice is a phase of religion. 
The continual effort to be right is religious conduct. I can say truth- 
fully, that however people may have liked or disliked the proposals 
T have made and oe during my life, there never was a time when 
I was not intensely devoted to a proposition which I believed was 
necessary according to my understanding of the principles of right. 
I would have felt myself guilty of neglecting the duty placed upon 
me by the Supreme Power if I had not tried hard at all times to do 
what I thought was right. After all, that is real religion. If you 
constantly try earnestly to do what you believe is right, that is true 
religion. If you do not do so, I care not how m: ny ceremonies may 
have been performed, the religious obligations will not have been 
discharged. I cannot tell you how much I appreciate what you have 
said, Mr. Chairman. Let me assure you that I do appreciate it and 
thank you very much. 

The CHarrman. We have several sponsors of legislation who will 
be heard first. Mr. Hyde, our colleague from Maryland, will be the 
lirst witness. 
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STATEMENT OF HON. DeWITT S. HYDE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MARYLAND 


Mr. Hype. Mr. Chairman, I wou ile | like to : acd | my word in support 
of legislation which will reduce the retirement age of railroad workers 
to 6 0 years or make it possib le for a railroad man to retire at the end 
of 30 years of service with the railroad. Much of the work done by 
railroad workers is attended with the risk of life and mis and a good 
bit of the work is very hard on the workers physically. In addition 
to these reasons the modernization of railroad equip yment has elimi 
nated many of the jo bs on the railroads and has made it scalishe to do 
much more work with fewer men. Some of the benefits of this modern 
ization should be passed along to the workers on the railroads. These 
benefits could take the form of reducing the retirement age or make 
possible retirement after 30 years’ service. The benefit would be two 
fold. Namely, the obvious one of earlier retire ment, and, secondly, 
it would hk ale more jobs available for the younger men, 

I urgently request favorable consideration by your committee of 
legislation before you which will accomplish this result 

In addition, I understand that you also have legislation which will 
make it possible for the widows of retired railroad workers to receive 
their pension at the age of 60 instead of 65 as now provided by the 
law. This is good legislation and should be passed. The wives of 
many of the retired railroad workers are considerably younger than 
their husbands and have no means of support other than the income 
of their husbands. If their “esragels die when they are at or near the 
age of 60 there is practically no opportunity for them to earn a living 
and the result of the present law is that they are either in pendent on 
private or public charity until they reach the age of 65. Actually, 
1 think it would be pre ferable to make the widow’ s i nsion pay: able 
immediately upon her husband’s death, but if this cannot be done, the 
age of retirement should at least be reduced to 60. I respectfully re- 
quest the favorable consideration of your committee on this proposal. 

The CHarrman. Thank you, Mr. ‘Hyde. We will now hear Hon. 
Richard H. Poff, Member of C ongress. 


STATEMENT OF HON. RICHARD H. POFF, MEMBER OF CONGRESS 
FROM THE STATE OF VIRGINIA 


Mr. Porr. Mr. Chairman and members of the committee, let. me 
first thank you for the opportunity of making this statement and 
permit me to commend you, individually and collectively, for hold 
ing these hearings on this vitally important matter. 

Experience is still the best teacher. With respect to the Railroad 
Retirement Act, experience has taught us that it contains many in- 
equities and works many hardships. I do my best to stay in close 
touch, person: ally and by e orresponde nee, with the railroad workers in 
my district. Time would not permit me to detail the many just com- 
plaints and the many worthy suggestions I have received from them. 
Suflice it to say that they are not demanding “something for nothing.” 
They are not beggars. They are not radicals. They are not Social- 
ists. They are sound, conservative, constructive thinking people 
who are just as patriotic, just as concerned about the welfare of their 
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Government as any Member of Congress. But they are afraid that 
the Government is ‘losing sight of the fact that the r ailroad retirement 
fund is not owned by the Government but by the workers themselves. 

To the everlasting credit of this committee, the House of Represent- 
atives last year passed H. R. 356 to repeal the “dual benefit restric- 
tion” and make it possible for a retired railroad worker who has con- 
tributed to the social security program to draw both social security 
and railroad retirement benefits without any reduction in the latter. 
Fortunately, the Senate now is considering the measure and it is my 
fervent hope and expectation that it will be passed by that body and 
become law this year. 

Now this committee has an opportunity to do something further for 
the railroad worker. There are a number of bills on your docket 
amending the law in several important partic ‘ulars. Some of them 
are good, some are bad. Some, if enacted into law, might bankrupt the 
fund and this, of course, would hurt instead of help the workers. 
Some are so complicated and cumbersome as to make the mechanics of 
the administration of the program unworkable. The bill which I have 
introduced, H. R. 8522, c extremely simple and is stripped of all con- 
fusing frills. It provides for only three things: first, for voluntary 
retirement at age 60 with 30 years’ service; second, voluntary retire- 
ment at any age with 35 years’ service; and third, the use of the rule 
of the 5 best years, consecutive or otherwise, in the computation of 
benefits. 

I repeat, this bill is too simple to need any explanation. Indeed, it 
is self- expl: inatory. It provides for those changes which practically 
every railroader etre It does not enter into those controversial 
fields which some of the brotherhoods support and others oppose. It 
provides a solid and unshakeable platform on which all can stand with 
safety. It is an area in which there is almost unanimous approval. 

My bill, you will see, makes retirement voluntary. Some very 
thoughtful and conscientious people feel that retirement should be 
compulsory v. They argue that some of the older men are unable to doa 
full day’s work and that the younger men have to do their work for 
them. Moreover, they say that compulsory retirement would open up 
more jobs for young people with a family to support. In this day of 
layoffs and rising unemployment, to which the coal-carry ing railroads 
are especially vulnerable, this is an appealing argument. And I do 
not say that ‘this argument is wrong. I have the deepest respect for 
those who hold that view. However, I provided in my bill for volun- 
tary retirement, principally because I tend to resent anything that is 
compulsory. 

I believe in the principle of self-determination. Moreover, I am 
afraid the young people may unconsciously be failing to consider the 
fact that some day they will be old, too. M: any men who reach the 
age of retirement are still physically strong and ment: aily vigorous. 
To force them into the inactivity of involunt: ary retirement may de- 
prive them of their only interest in life and send them to a premature 
grave. Then, too, many men of retirement age have burdensome 
home mortgages, hospital bills, or other heavy indebtedness hanging 
over their heads which they simply cannot ‘discharge out of their 
meager retirement benefits. In such cases, if they are compelled to 
retire, their only recourse is to go on the welfare rolls. Thus, they 
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become public charges which the young men have to support with 
their taxes. 

There are good arguments on both sides. This committee will 
have to decide which argument is best in the long run. If the com- 
mittee will only approve the essential elements of my bill, I will not 
be too upset by your decision on this point, whatever it may be. 

The committee also is going to have to deal, soouer or later, with 
the question of lowering the benefit age for widows of retired rail- 
roaders. The present rule has worked great hardships on widows 
who have lost their husbands before they reach the benefit age. Many 
of them have been left with dependent children in school. More often 
than not, they are too young to draw the venefits for which their 
husband paid and too old to go to work for themselves. 

Some of the other legislation which you have before you for con- 
sideration proposes that the wages subject to the tax be increased from 

$300 to $850 per month. I can tell you positively and unequivocally 

th: at both the railroad workers and the railroad companies op pose this 
plan. The workers feel that the 1214 percent they pay jointly with 
the companies on the first $300 of income is more than adequate to 
provide current benefits and finance the changes I have proposed. 
Compared with the premiun 1s paid and the benefits received from 
commercial insurance policies, it would seem that they are justified 
in this position. Accordingly, I urge the committee to Oppose an 
increase in the tax base. 

My statement, gentlemen, has been purposely brief, because I wanted 
to focus your thinking on these three particular amendments. Thank 
you for your attention, your patienc e, and your courtesy. I respect- 
fully but nonetheless strenuously request your earnest and favorable 
consideration of this measure. 

The CHarrman. Thank you, Mr. Poff. We will now hear Mrs. 
Katharine St. George, Member of Congress. 


STATEMENT OF HON. KATHARINE ST. GEORGE, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF NEW YORK 


Mrs. St. Grorce. Mr. Chairman and gentlemen of the committee, 
thank you tee this opportunity to appear before you in favor of my 
bill, H. R. 594. 

This bill is to provide that railroad employees may-—and I stress 
the may—retire on a full annuity at the age of 60 or after serving 30 
years; and to provide that such annuity for any month shall be not 
less than one-half of the individual’s average monthly compensation 
for the 5 years of highest earnings. 

I have long felt that it was an injustice to compel railroad employees 
to wait until the age of 65, regardless of the length of service. It seems 
to me for a great many reasons that while we realize full well that 
many men, and women may I add, can give valuable service after 
the age of 60, yet they should be given the right of retirement at 
that age. 

I feel particularly strongly on that because in most legislation 
women are given the right to retire at the age of 60, and it therefore 
seems an injustice that male employees should be discriminated 
against. 
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I do not know if any of you gentlemen have studied insurance 
statistics, but those statistics show that women have a better chance of 
longevity than men. They show the average longevity of men to be 
63 years, and of women 68 years; and I have long been a believer in 
the saying that the female of the species is more deadly than the male. 

I also think for the good of the service it might be an excellent 
thine if some of the older employees might be permitted to retire at 
the age of 60, thus making room for the employment of younger 
people. 

I have discussed this bill with many of my we friends, and I 
find most of them are very strongly in favor of it. I therefore hope 
it may receive consideration by your committee, ‘al I hope for its 
ultimate passage. 

I do not think there is anything more I can say. The bill is very 
simple, and it just takes up that one question. 

The Cuatrman. Thank you, Mrs. St. George. The next witness is 


Hon. Victor Wickersham. 


STATEMENT OF HON. VICTOR WICKERSHAM, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF OKLAHOMA 


Mr. WickersHam. It is a pleasure to appear before you today to 
urge your approval of H. R. 208. It is a good bill. I introduced it 
January 3, 1953, at the beginning of the first session of this Congress 
and commend it to — serious attention. It would amend the Rail 
road Retirement Act to provide that a railroad employee who has 
completed 30 years of service may retire on a full annuity. 

The bill would not disturb the present provisions of paragraph 
numbered 1 of section 2 (a) of the Railroad Retirement Act, as 
amended, according retirement to otherwise qualified “Individuals 
who * * * shall be sixty-five years of age or over.” Retirement at 
age 65 would continue permissible. 

But the bill would authorize retirement, irrespective of age, for 
those otherwise qualified “Individuals who will have completed 
thirty vears of service.” Retirement purely on the ground of 30 years 
of service would supersede paragraphs 2 and 3 of section 2 (a) of the 
Railroad Retirement Act of 1937, as amended (45 U.S. C. A. 228 b 
(a), pars. 2 and 3), which now permit retirement on an annuity of 
qualified individuals who have both reached 60 years of age and com- 
pleted 30 years of service but reduce the annuity of men by “one one- 
hundred-and-eightieth for each calendar month that he is under age 
sixty-five when his annuity begins to accrue.” 

Increased flexibility as to the time when a person may retire has 
many advantages. It permits the worker to retire when the burden 
of age is suflicient to overcome his natural desire for more income. It 
avoids his being tempted to strain to the edge of his powers of muscle, 
endurance and alertness merely because he has not reached the age 
of retirement. It does not deny retirement benefits until a fixed chron- 
ological age is reached. It recognizes the value of 30 years of service 
to the railroads. And it recognizes that so-called superannuation 
occurs at no fixed age for all individuals. Some men are old at 50, 
others are young at 70. Fitness to work at top level capacity depends 
on the person, and on his circumstances. 
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This more flexible retirement provision would open opportunities 
to younger men and bring increased vitality into the positions of 
greater responsibility—a most desirable tendency to add to an in- 
dustry in which promotion is guided by seniority. 

In those cases where railroad operations decrease so that there is 
pressure to reduce the working force, the men who have served for 
30 years or more may, if they wish, step aside to keep the younger 
men at work. In these days of rapid change, it is well to give those 
who can learn the new developments most rapidly the opportunity to 
shoulder increasing responsibility. 

The cost of such an improvement of the retirement benefits would 
not be excessive in proportion to the good accomplished. (See the 
estimate of $165 million a year cost referred to on p. 543 of pt. 1 of 
the report of the Joint Committee on Railroad Retirement L cai 
tion, S. Rept. 6, pt. 1, 83d Cong., 1st sess. ) 

After 30 years of service the members of the Railroad Retirement 
Board itself and civil-service employees may retire at age 55. (See 
p. 101 of the hearing before the joint committee.) Policemen and 
firemen under some municipal retirement systems may retire at full 
annuity below age 65. (See joint committee report, pt. 1, p. 528.) 

After arduous and hazardous work on the railroads for 30 years, 
workers deserve retirement, irrespective of age. 

The Cuamman. Thank you, Mr. Wickersham. We will now hear 
our colleague, Mr. Rees. 


STATEMENT OF HON. EDWARD H. REES, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF KANSAS 


Mr. Rees. Mr. Chairman, I am in favor of legislation that will 
further liberalize the benefits of those employed under the Railroad 
Retirement Act as well as remove inequities now existing under the 
law. Iam also in favor of providing more equitable benefits for the 
dependents of these workers. It has long been my opinion that since 
the American taxpayers are not required to contribute to the funds 
provided under the Railroad Retirement Act, employees are entitled 
to just as fair and liberal consideration as may be granted. 

Employment in railway service is different from other employment. 
Most employees, after joining the railway service, make it their 
lifetime career. They are highly skilled. A great share of those 
employed in railway service perform hazardous duties, and of the 
highest responsibility. Few people realize the responsibilities as- 
sumed and the exactness and alertness required of the men who run 
the trains of this country. 

These men who run the trains and the men who direct their opera 
tions, as well as those who put the trains and equipment in order, 
assume the highest exactness of responsibility for the safety of thou- 
sands of lives of people every day. Too few of us, I believe, realize 
the tr aining that is required. as well as the strain upon these people 
in making sure that safety is provided in the highest degree. Not 
only that, but the trains must go. They must travel on time and at 
high speed. These operations must be carried on during 24 hours 
of each di ry, Sunday and all, and irrespective of weather conditions. 

I make this statement to indicate my concern that these people, 
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when they retire from service, shall be treated fairly in respect to 
retirement benefits. It should also be observed that because of their 
life training in railway service, they are not in a position to go into 
other jobs to earn a live lihood. 

Among other things, I think the present act should be amended 
so the employees may be permitted to retire at the age of 60 years 
without deductions in retirement benefits. There should be a liberal- 
ization in respect to benefits for widows and dependent children. 

In order to provide sufficient funds, deductions can be made against 
a salary up to $350 a month in place of $300 as now provided. Kail- 
way employees should not be pe malized by reason of social-security 
benefits, but should be entitled to such benefits where they are earned. 

I would like also to call attention to a bill I submitted to this com- 
mittee some time ago that would correct an inequity in the present 
law whereby the wife of an employee who retires because of a dis- 
ability cannot receive the benefit of retirement payments until her 
husband has reached the retirement age, even though she herself is 
past 65. Under present law, if the husband has reached retirement 
age and is separated from service, his wife, even though under 65, may 
receive such benefits. This is not the case of the man who retires 
because of disability. It ought to be corrected. 

I know of no more loyal and industrious group of American citizens 
than those employed in the railway service of this country. ‘They are 
entitled to every fair and reasonable consideration that can be granted. 

The Cnarmman. Thank you, Mr. Rees. The next witness is our 
colleague from New York, Mr. Radwan. 


STATEMENT OF HON. EDMUND P. RADWAN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. Rapwan. After studying H. R. 5269 which is now before the 
House Interstate :nd Foreign Commerce Committee to provide a 
better retirement jaw for our railroad employees, I strongly urge the 
committee to take favorable action. The present law does not pro- 
vide sufficient security for the railroader after his working days are 
over, and this bill would permit him to retire at an earlier age as well 
as provide a retirement income that will be more in relation to the 
economy of our country as it is today. 

Thousands of railroad workers have lost their jobs due to modern 
machinery, many of whom are too old to find other employment but 
yet they are not old enough to apply for a pension under the present 
law. As a result, many of these former employees are destitute and 
some have even lost their homes. In addition to this group, there are 
railroad workers who, due to the abnormal conditions of their work, 
are old men and should be retired after 35 years of faithful service. 
I cannot emphasize too strongly the need for earlier retirement. 

The small pensions rec eived by retired railw: ay workers today buy 
less than half of what the same amount woul | buy when the retire- 
ment law was enacted. It *s obvious, therefore, that every effort 
should be made to amend the law to provide a more adequate pension. 

Again, I urge the committee to act favorably upon H. R. 5269. 

The Cuarrman. Thank you, Mr. Radwan. I assume there will be 
others present. 
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I see in the audience our old friend who through all the years that 
he has served in Congress has likewise been interested in promoting 
railroad retirement legislation. 

We will be glad to hear from you at this time, Mr. Van Zandt. 


STATEMENT OF HON. JAMES E. VAN ZANDT, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Van Zanpr. Thank you, Mr. Chairman. 

My name is James E. Van Zandt, Representative from the 20th Dis 
trict of Pennsylvania. 

Mr. Chairman, on March 9 I appeared before this committee and 
commented on not only the provisions of your bill H. R. 7840 but 1 
also took the opportunity toe xpli un the provisions of my bills, H. R 
1736, 1937, 1738, and 3104, all of which I introduced in January 1953, 
during the first session of this Congress. May I add that these bills 
were introduced by me in previous Congresses 

You will recall that I also introduced H. R. 356, a bill to eliminate 
the restrictions on dual benefits which passed the House last July 
and is now pending in the Senate, where it has been favorably re ported 
by the Senate Committee on Labor and Public Welfare. The pros- 
pects of H. R. 356 being approved by the Senate and becoming ; law 
at an early date are very favorable. 

As you know, I represent a large railroad population and being a 
railroadman myself, I have first-hand knowledge of the sentiments 
of both active and retired railroaders with respect to liberalizing the 
Railroad Retirement Act. 

As I said when I appeared before this committee on March 9, 
are in my congressional district various groups of active and retired 
railroaders who have a broad understanding of the Railroad Retire- 
ment Act, as well as definite ideas regarding amendments to liberalize 
the existing law without endangering the financial stability of the 
retirement fund. 

Mindful of the fact that these 3-day hearings were scheduled for 
the express purpose of giving Members of Congress an opportunity 
to appear before the committee and to explain their own bills, I should 
like to proceed to discuss the provisions of my four bills. 

H. R. 1736 was introduced on January 14, 1953, and provides 
that railroad employees may retire on a full annuity at age 60 or 
after serving 30 years, and that such annuity for any month shall 
not be less than one-half of the individual’s average monthly compen 
sation for the 5 years of highest earnings. 

2. H. R. 1737 was introduced on January 14, 1953, and provides for 
a 25-percent increase in the annuities and pensions payable to rail 
road employees and/or their survivors 

H. R. 1738 whic ts was ‘aecdeaih on January 14, 1953, provides 
full annuities at compensation of half salary or wages based on the 5 
highest years of earnings for individuals who have « ‘completed 35 years 
ot ‘+~N ‘e or who have attained the age of 60. 

H. R. 3104 was introduced on February 16, 1953, and provides 
that the age requirement for a widow’s insurance annuity be reduced 
from age 65 to age 60. 

There are other bills pending before this committee introduced by 
Members of Congress which provide for smaller increases in benefits 
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and for liberalizing other provisions of the Railroad Retirement Act. 
For example, many of my constituents are interested in H. R. 5269 
and similar measures, and I assure you that they will appreciate your 
—— consideration of these various bills. 

Mr. Chairman, H. R. 7840, which you introduced on February 12 
and on which hearings have been completed, contains an identical 
rovision to that of my bill (H. R. 3104) which provides that the eligi- 
Pities age of widows be reduced from 65 to 60 years. I want to com- 
mend this committee for its action in recommending that the eligibility 
age of widows be reduced as the proposal is one of great merit. 

While I am in general accord with most of the provisions of H. R. 
7840, I hope that before you report the bill to the House that you will 
give serious consideration to the provisions of my bill (H. R. 1737) 
which provides for an across-the-board increase in all annuities and 
pensions. 

It is an assured fact that the 83d Congress will increase social- 
security benefits, and while I realize that social-security benefits are 
somewhat below the level of benefits paid under the Railroad Retire- 
ment Act, the fact is that railroad payroll deductions are more than 
double those of social security, hence there is an insistent demand on 
the part of active and retired railroad employees that in all fairness 
benefits should be increased under the Railroad Retirement Act. 

In addition to an across-the-board increase in monthly benefits, I 
hope that you will give serious consideration to the provisions of my 
bills (H. R. 1736 and H. R. 1738) which are designed to change the 
formula for computing annuities by permitting retirement on a full 
annuity at age 60, or after serving 30 or 35 years, and that such an 
annuity for any month shall not be less than one-half of the individ- 
ual’s average monthly compensation for the 5 years of highest 
earnings. 

As | mentioned earlier in my statement, there are in my congres- 
sional district and elsewhere throughout the Nation thousands of 
active and retired railroaders who have definite ideas as to how the 
Railroad Retirement Act should be amended and especially with 

respect to changing the formula of computing annuities and the eligi- 
bility age for retirement as poernee for in H. R. 5269 introduced by 
the gentleman from Iowa, Mr. Cunningham. 

I am sure, Mr. Chairman, that you and other members of this com- 
mittee have received, as I have, hundreds of communications in support 
of H. R. 5269. 

May I point out that advocates of H. R. 5269 in my congressional 
district. are not confined to any particular group of employees but 
represent virtually every line of endeavor in the railroad industry. 

Speaking for the residents of my congressional district who are 
supporting H. R. 5269 is Mr. Leo J. Vogel, secretary of the Horseshoe 
Curve Local No. 1 of the Brotherhood of Railroad Shop Craft Super- 
visors, Pennsylvania Railroad System, Altoona, Pa. 

Mr. Vogel is in our audience this morning, accompanied by Mr. 
A. B. Irwin, of Altoona, Pa., president of the Brotherhood of Rail- 
road Shop Craft Supervisors. 

In a letter to me dated May 24, 1954, Mr. Vogel had the following 
to say in support of H. R. 5269: 
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The Wolverton committee by this time should be well informed from the 
thousands of cards, letters, etc., sent in what the average employee's idea of 
modernized law should contain. He definitely doesn’t want to be taxed on earn- 
ings of $350 per month, as the average worker isn’t in that wage bracket, and 
he feels definitely that he is being taxed too high for his actual retirement 
annuity, for example: 

The average annuity of 96.26, or 56 cents per hour, 40-hour week is based on 
$140 per month or 82 cents per hours, 40-hour week, but the average wage of 
today is $340 per month or $2 per hour, 40-hour week, which shows how inade- 
quate the present pension law compares with the wages of today. Moreover, he 
feels that he has contributed sufficiently to the more than $3 billion pension 
fund which has been created to entitle him to an adequate adjustment in the 
pension annuity, thus enabling him to retire at the age of 60 years with more 
years of leisure with security. 

Up to the present, the pension law has covered fringe benefits, and everything 
except adequate pension provisions, and that is whatt he rank and file employee 
has been demanding since 1937, to no avail. He is willing to accept the respon 
sibility of increased pension taxes, without management participation, if ade 
quate pension provisions are given primary consideration in a modernized pension 
law. He realizes fully that he must produce to pay both for his payroll deduce 
tions and the amount that management contributes. 

The members of the brotherhood would greatly appreciate your including 
these points in your testimony, insisting that it is a pension adjustment and a 
lowered retirement age that the average employee is interested in, and is 
depending on Congress to pass at this session. This legislation has been too long 
delayed, and the employees’ reaction in November may show their disapproval 
and impatience at being ignored for so many years. 

Again, Mr. Van Zandt, I can’t express the gratitude of the officers and members 
of the Brotherhood of Railroad Shop Craft Supervisors for your active coopera 
tion in presenting their demands to the Dolverton committee, 


Mr. Chairman, in addition to the views of Mr. Vogel in his letter 
which I have read to you, he has asked that I respectfully request your 
permission to include in the hearings at this point the following state 
ment he prepared in support of H. R. 5269 in his capacity as secretary 
of the Horseshoe Curve Local No. 1 of the Brotherhood of Railroad 
Shop Craft Supervisors, Pennsylvania Railroad System, Altoona, Pa. 

(The letter from Mr. Vogel is as follows :) 


HORSESHOE CURVE LOCAL No. 1, 
Altoona, Pa., May 18, 1954. 

The following in support of H. R. 5269 comprises a composite of opinions prey 
alent among the rank and file railroad employee, union and nonunion, alike. 

1. The modernization of the railroad retirement law has been too long ignored 
by Members of Congress and the labor organizations, alike. 

2. The railroad employees are not asking for subsidies, or defict spending. 
They have amassed a retirement fund of approximately $4 billion, which actuarial 
experts claim will allow the pensions laws to be modernized without increasing 
payroll deductions or causing additional expense to the railroad industry, how 
ever, they do expect this Congress to end discrimination between rail retirement 
and social-security laws. 

3. No special benefits should be conferred upon any particular group of people, 
and social security is used merely as a yardstick and not as any reflection on the 
social-security system. 
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Comparative cost figures and benefits under social security and railroad 
retirement 
















Present payroll tax 2 percent 6% percent 3.125 times more for rail- 
road worker 

Payroll tax in 1970 (when social security | 344 percent do 1.923 times more for rail- 
reaches its maximum road worker. 

Present minimum service requirements for | 18 months 30 years 20 times more for rail- 
full pension road workers. 

1970 minimum service requirement for full | 10 years do } times more for railroad 
pension, vorkers. 

Present maximum pension benefits $85 S165 11.948 times more for rail- 

1970 maximum pension benefits $165 j road workers. 


































Ratio of cost versus benefits 


3.125 & 20 ‘ 
Present 32.08 « 
1.948 
1.9233 i 
1970 ==" AY —2.961 
1.948 
These figures show that the railroad worker, under the present tax rates and ; 
service requirements, Can pay up to 32.08 times as much as those covered by ; 
social security for each potential dollar of pension, and, even in 1970, when social- ; 
security tax rates and service requirements will have reached their maximum, 
he can still pay 2.961 times as much for his potential pension dollar. 5 
Comparisons of actual cost for maximum pensions under both systems (workers ; 


continuously employed from January 1, 1937, to July 1, 1954) 


SocraL SecurigM™ RAILROAD RETIREMENT 
$642.00 $2,722.50 (4.24 times more for railroad 
Maximum benefits: $85 per month workers ) 
(nevertheless maximum pension is pos-| Maximum benefits: $165 per month 
sible after only 18 months at maximum | (Maximum pension possible only after 
salary of $300 per month) 30 years’ service at naXimum salary of 
$300 per month), 1.948 times more for 
railroad worker 


wt sian 


Ratio: $24 2.176 times as much for railroad workers for every potential | 

atio: = . 

1.948 dollar of pension : 
t 

NOTE Employers match these contributions under both the social-security and railroad 


retirement systems 


4. At present thousands of young men are furloughed from the Pennsylvania 
Railroad and other railroads throughout the country. The same men who have 
given five or more years of their lives in the service of their country. The same 
men are rearing families and buying homes in the true tradition of the American 


ee 


workingman. The majority of the present employees are men past 60 years of ; 
age, with more than 30 years of service, whose security with an adequate pension 
will be established. ; 
5. The transition from steam to diesel power on the railroads has worked 
financial hardship on the majority of employees, younger men are furloughed, : 
older men who had worked up to specialized jobs are now demoted to laborers. 
6. By providing an adequate pension law older men would be withdrawn from ! 


the railroad, and younger men could step in and build up their retirement fund 
for their future security : 

7. The economy in all railroad communities would be stabilized by a liberalized 
pension law. 

8. The average railroad worker knows the value of time and money, and is 
quick to make comparisons. In the matter of the railroad worker pension, these 
workers feel they have a better than good reason for asking this committee to 
recommend amendments to the Railroad Retirement Act, for Congress to pass 
which would rectify some of the injustices which are so evident when compari- 
sons are made with many other retirement systems. Enactment of liberalizing 
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amendments of H. R. 5269 come closest to meeting the requirements of the rank 
and file rail workers and would not only provide more equitable treatment for 
railroad workers who are anxious to retire, but more important, would increase 
the job security of younger men at times like the present. 

To eliminate the dual-benefit restrictions (which should be done without 
any further delay) is only restoring the pension system to its original status. 
Consequently, any action taken by this committee and Congress on elimination 
of the “dual restrictions” will never be construed by railroad workers as satis- 
fying their requirements for liberalization of pension benefits in line with the 
high premiums railroad workers and the railroads are paying into the retirement 
fund, and these same workers are definitely against any legislation that will 
increase these payments. 

10. The most outstanding injustice which should be eliminated, and which is 
most resented by the present-day railroad worker who is facing retirement, is 
the present method of using the years 1924-31 earnings in computing retirement 
payments. These same workers have established the pre sent adequate retire- 
ment fund, while retirement benefits have been increased 35 percent, wages have 
increased more than 4 times on the same basis and the cost of living increased 
with the wages. It should be to the interest of this committee to recommend 
legislation that would equalize the retirement payments commensurate with 
taxable increases. (The average retirement monthly amount is far below the 
$300 taxable maximum amount.) 

11. Another injustice is the present taxation on labor-representatives wages in 
excess of $300 per month. This should be repealed and adequate legislation 
enacted to refund these tax payments that have been paid in excess of $300 per 
month to all representatives so effected. 

Respectfully submitted. 

Leo J. Vocer, Secretary. 

Mr. Van Zanvr. This statement contains analytical views of the 
Brotherhood of Railroad Shop Craft Supervisors regarding the feasi- 
bility of approving H. R. 5269 and which I know will receive your 
serious consideration. 

In conclusion, | want to leave these thoughts with the committee. 

There is in my congressional district, and I know from mail I re- 
ceive from other congressional districts, a widespread opinion that 
the railroad-retirement fund is able to stand the cost of liberalizing 
the existing law. 

In this connection, I am sure you will agree with me when I say 
that these active and retired railroaders who are asking for liberaliza- 
tion of the Railroad Retirement Act are sincere in their belief that 
such action can be accomplished without destroying the solvency of 
the retirement fund. 

Therefore, 1 hope that you will hearken to their plea that every 
possible effort be made to amend the Railroad Retirement Act w ith- 
out increasing payroll deductions or threatening the solvency of the 
railroad-retirement fund. 

The Cuatrrman. Any questions, gentlemen ? 

Mr. Priest. Mr. Van Zandt, the committee always has known of 
your great interest in this subject, and your constant and continuing 
interest through the years. 

I think the chairman stated very well in his opening remarks a 
matter of great concern to the committee, and that is the cost of 
whatever we might do. 

Mr. Van Zanpr. I agree that the cost is an important factor. 

Mr. Priest’. Do you have any figures on costs to the fund either in 
percentage of payroll, or in millions of dollars or whatever Way you 
want to express it, as to the proposal you have made today ? 

Mr. Van Zanvr. The Railroad Retirement Board has furnished me 
with information concerning the cost of all of my bills. I made it 
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part of the record when I appeared before the committee on March 9. 

With regard to H. R. 5269 

Mr. Priest. That was the one in particular I had reference to. 

Mr. Van Zanpr. The Chairman of the Retirement Board did fur 
nish me very recently the cost of that bill. If you wish I will make it 
part of the record. 

I think I can answer your question, Mr. Priest, by saying this, and 
quoting from Chairman Kelly’s letter regarding the cost of H. R. 
5269 : 

The Board also advises that the enactment of the amendments ao ae this 
bill would require additional taxes of 4.7 percent of taxable earnings. This 
means that even disregarding the deficiency in the present tax rate for existing 
benefits, the rate for a program of benefits liberalized in the manner described 
above would have to be 8.6 percent on employees with the same amount on em 
ployers. The high cost is the major reason why the Board is opposing these 
amendments, although there are certain other reasons why it is against their 
enactment into law. 

That applies spe ifically to H. R. 5269. 

Mr. Priest. Do you know how much that will mean in millions of 
dollars, Mr. Van Zandt ? 

Mr. Van Zanpvr. The Board estimates that the amendments as pro- 
vided for in H. R. 5269 would cost some $235 million a year over and 
above the cost of present benefits. 

May I add, Mr. Priest, that there seems to be a great controversy 
among the railroad population, both active and retired, regarding the 
railroad retirement reserve fund which approximates today about 

314 billion. 

Some are of the opinion that the fund can stand a liberalization of 
benefits as provided by the existing law without any increase in pay- 
roll taxes while others differ with that conclusion. 

I am of the opinion that these present hearings should decide once 
and for all whether or not the fund can stand further liberalization 
of benefits. 

Mr. Priest. Let me say, Mr. Van Zandt, if that decision and con- 
clusion would be reached it will be one of the greatest decisions ever 
reached by members of this committee, that is, if we can make a definite 
decision in that respect. 

That is all for now, Mr. Chairman. 

The CHatrRMAN. The statement to which the witness referred will 
be made part of the record and part of his statement. 

(The statement referred to is as follows:) 

UNITED STATES OF AMERICA RAILROAD RETIREMENT Boarp, 
Chicago 11, Ill., March 28, 1954. 
Hon. JAMES E. VAN ZANDT, 
House of Representatives, Washington 25, D. C. 

Dear Mr. VAN ZANDT: In compliance with your request of our Washington 
oflice, the following statement is a nontechnical version of the report of the 
Railroad Retirement Board on H. R. 5269, introduced by Representative Cun- 
ningham, to amend the Railroad Retirement Act of 1937. 

This bill would amend the Railroad Retirement Act in the following respects : 

1. An employee could retire on a full annuity after 35 years of service regard- 
less of age or at age 60 with at least 30 years of service. At present, the normal 
retirement age is 65, and employees retiring on a service annuity between the 
ages of 60 and 65 have to take a reduction in their annuity. 

2. The base earnings for the portion of annuities due to service rendered before 
1937 are presently obtained by averaging the earnings during the years 1924-31. 
The bills would permit the use of average earnings during the employee's best 5 
years prior to 1937. 
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3. All retirement annuities and pensions payable to employees would be in 
creased by 15 percent. 

4. Retired employees with at least 30 years of service would receive in annu- 
ities no less than one-half of the average creditable earnings during their best 
5 years, 

5. Railroad retirement annuities and pensions would not be reduced by reason 
of old-age benelits payable to the same employees under the Social Security Act. 

6. Annuities payable to wives of railroad employees would not be reduced by 
reason of any social-security benefits which the same wife may he receiving. 

The Railroad Retirement Board studied these proposals and reported that 
their enactment would require the levying of substantia! additional taxes on 
rhe earnings of railroad employees. The Board estimates that these amendments 
would cost some $235 million a year over and above the cost of the present 
benefits. This additional expense could not be met from the present resources 
since according to the latest actuarial valuation the present resources are not 
sufficient even to meet over the long run the existing benefit obligations. 

It is true that current tax collections are larger than current expenditures and 
that the railroad retirement account has now a reserve of over $314 billion 

lowever, a large reserve is a necessary feature of the method of financing which 
the railroad retirement system employs. If the system were put on a pay-as-you 
go basis, higher and more liberal benefits would be possible now but only at the 
expense of much higher tax rates in future years. Under such a method, taxes 
in the future would have to be so high as to make them practically unbearable. 
it is the reserve (still expected to grow) which will permit the railroad retire 
ment system to operate in the long run at a tax rate not much different from 
the 1214-percent rate (614 percent from employers and 644 percent from employ 
ees) which is now charged. 

The Board also advises that the enactment of the amendments provided by this 
bill would require additional taxes of 4.7 percent of taxable earnings. This 
means that even disregarding the deficiency in the present tax rate for existing 
benefits, the rate for a program of benefits liberalized in the manner described 
above would have to be 8.6 percent on employees with the same amount on em 
ployers. The high cost is the major reason why the Board is opposing these 
umendments, although there are certain other reasons why it is against their 
enactment into law. 

Furthermore, the amendment proposed in item 5, to eliminate the reduction 
by reason of old-age benefits payable to the same employees under the Social 
Security Act, is also covered in H. R. 356, which has passed the House and is 
now under consideration by the Labor and Public Welfare Committee of the 
Senate. The additional cost of this amendment would aggregate $385 million 
over the entire period during which it would be effective, without allowance for 
interest, at an average rate of some $11 million per year for the first 30 years, 
and decreasing amounts thereafter. As this provision of the Railroad Retire 
ment Act is applicable only to annuities based in part on service prior to 1937, it 
would eventually become inapplicable and the additional costs would vanish 
approximately in the year 2000. 

The information on which this letter is based was furnished to me by Mr 
Frank J. McKenna, chief executive officer, whose office handles this type of ques- 
tion. If we can be of further service, please let us know. 

Sincerely yours, 
RAYMOND J. KELLY, Chairman 

Mr. Witurams. Mr. Van Zandt, I think we are all of us of the same 
mind to the extent that we want to see this retirement. system liberal- 
ized as much as possible and also to maintain the soundness of the 
fund. 

If I recall correctly the testimony in support of H. R. 356, it was 
brought out that currently the fund is suffering from a deficit under 
the present law of some nine-tenths of 1 percent, and that the addi- 
tional cost of H. R. 356 would add six-tenths of 1 percent to that, mak- 
ing a deficit of 1.5 percent. 

Assuming no additional taxes are added, and assuming we operate 
under the present law, do you think under those circumstances it 
would be possible to liberalize further and still maintain the sound- 
ness of the fund? 
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Mr. Van Zanpvr. Based on the information that I have from the 
Railroad Retirement Board, and I understand their information is 
based on the report of the actuarial experts, my reply to you would 
have to be in the negative. 

Mr. Witurams. As I understand it, your bills do provide for a 
means of financing the additional benefits which you will provide ? 

Mr. Van Zanpr. No; they do not. My bills represent a cross sec- 
tion of the views «7 the people I represent. 

Mr. Wii1aMs. ‘Then is it my understanding your bills would add 
to the cost of the retirement system ¢ 

Mr. Van Zanpr. That is correct. 

Mr. Wittams. And in the event that any one of your bills should 
be enacted granting these additional benefits, the n I presume that the 
responsibility would rest on the committee to determine some means 
of financing ¢ 

Mr. Van Zanpr. ‘That is correct. May ] point out to you, Mr. Wil- 
liams, that the sponsors of H. R. 5269 in my district, and through 
their spokesman, Mr. Vogel, have this to say regarding the views of 
the average railroad employee with respect to the cost of H. R. 5269. 
Mr. Vogel says: 

He is willing to accept the responsibility of increased pension taxes, without 
management participation, if adequate pension provisions are given primary 
consideration in a modernized pension law. He realizes fully that he must pro 
duce to pay both for his payroll deductions and the amount that management 
contributes. 

Therefore those supporting H. R. 5269 in my district through Mr. 
Vogel, their spokesman, agree to accept an increase of taxes, if neces- 
sary, to pay for the cost of the provisions of H. R. 5269. 

Mr. Wiiiiams. Have you heard from the younger railroad men in 
that respect ? 

Mr. Van Zanvr. Yes. The many thousands of letters and post 
cards I have received truly represent a cross section of the views of 
railroad employees in Altoona, Pa., and vicinity. 

May I add at the present time that we have out of some 11,000 rail- 
road workers in the Altoona Works of the Pennsylvania Railroad 
about 6,500 unemployed. These employees have not hesitated to ex- 
press their views with regard to H. R. 5269. They are heartily in 
favor cf it. 

Mr. Wituiams. Without reference to the unemployment compensa- 
tion part of it, but referring specifically or primarily to the retire- 
ment benefits, is it your feeling that the railroadmen on active duty 
now, so to speak, who will not retire for another 10, 15, or 20 years, 
will be willing to pay an additional tax in order to realize larger bene- 
fits when they do retire ¢ 

Mr. Van Zanpr. That is an interesting question. As I move among 
my railroad population, especially among those working today, I find 
them opposed to any increase of payroll taxes and this I so stated when 
I appeared before this committee on March 9 with regard to H. R. 
7840. 

When you talk to unemployed railroad employees in my district, 
you find they support H. R. 5269. 

As I have said a moment ago, they are willing to submit to an in- 
crease in the payroll tax if necessary to finance the provisions of their 


bill, H. R. 5269. 


~~ 
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Mr. Wittiams. That is all I have, Mr. Chairman. 

Mr. Rocers. In order to keep the trust fund solvent, what is your 
recommendation to the committee as to whether we should increase the 
base or the tax? 

Mr. Van Zanpr. I do think that the committee should study, as I 
am sure they will, the new formulas, as they have been presented by 
several of my colleagues, speaking for the various railroad groups who 
are sponsoring such formulas. 

If it is posible to write into the law a new formula without a large 
increase of payroll tax, I think you should at least try it. 

Mr. Rocers. What is your recommendation ¢ 

Mr. Van ZAnpr. My recommendation is that you keep in mind the 
solvency of the railroad retirement fund when considering H. R. 
5269. - | 

Mr. Recers. Without any increase in base or increased taxes? 

Mr. Van Zanovr. I don’t see how you can increase payroll taxes 
without receiving a lot of criticism from the active railroaders of the 
country. However, let me repeat again that the advocates of H. R. 
5269 in my district approve a payroll tax increase and I feel the sub 
ject should have your earnest consideration. 

Mr. Rogers. Thank you. 

Mr. Beamer. It has been my privilege, I might say to members of 
the committee and to my colleague, to have visited Mr. Van Zandt’s 
district. He rightfully is held in high respect by the railroad workers. 

You referred to H. R. 356, which was recommended by this com 
mittee and now is inthe Senate. Have you received many letters from 
the railroad employes with regard to the status of that particular 
legislation ? 

Mr. Van Zanpvt. Yes. My daily mail includes many letters from 
retired railroaders all over the country asking the status of the bill, 
and at the same time informing me they have written their Senators 
asking them to support the legislation. 

I have not received one piece of mail in opposition to H. R. 356. 
They are all in support of it. 

Mr. Beamer. That might bear out the statement of others made 
to this committee. I wanted to know what has been said in a commu 
nity such as yours. 

Mr. Van Zanvr. The majority leader in the Senate, Mr. Knowland, 
of California, informed me H. R. 356 will be the first order of business 
in the Senate today. 

Mr. Beamer. That is all, Mr. Chairman. 

Mr. Priest. I have one further question I intended to ask you a 
moment ago, Mr. Van Zandt. 

I believe you have one bill which proposes an across-the-board in- 
crease. What is the percentage ? 

Mr. Van Zanpr. 25 percent. I may say that we just arbitrarily took 
the figure of 25 percent, leaving it to the committee to write into the 
bill the percentage that they think best, and one which the fund can 
stand. 

I have no pride of authorship of that particular bill. 

The CuarrmMan. Further questions, gentlemen ? 

If not, we thank you, Mr. Van Zandt, for your appearance. We are 
glad to have the expression of views which you have given us. 
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Our next witness will be our distinguished colleague, Mr. Bailey, 
from West Virginia. 


STATEMENT OF HON. C. M. BAILEY, A MEMBER OF CONGRESS FROM 
THE STATE OF WEST VIRGINIA 


Mr. Baury. Mr. Chairman and gentlemen of the committee, for 
the purpose of the record, I am Cleveland M. Bailey of the Third Dis- 
trict of West Virginia. 

[ appear today in support of H. R. 7765 which is legislation I am 
sponsoring for the relief of some 15,000 widows of r: \ilroad workers 
who are entitled to an annuity under the provisions of the Railway 
Retirement Act. 

Payments to widows are of two types. First, when the widow of a 
deceased worker reaches the required age and again when she is the 
sole support of dependent children under the age of 18. 

The bill before you deals with the widow of dependent children and 
covers the period that quite often occurs when her annuity for support 
of dependent child or children ceases and her regular w idow’s pension 
begins. This is usually in her late fifties and comes at an age when she 
is unable to secure other employment for her own support. 

Beyond being able to establish the fact that the legislation would 
cover some 15,000 to 16,000 individuals, I am unable to give the com- 
mittee an accurate estimate of the cost involved. 

I owe an apology to the committee for not having this cost data. 
You will recall that my duties as a member of the Committee on Edu- 
cation and Labor are quite arduous. Then I have been engaged in a 
scuffle over the St. Lawrence seaway and getting material ready for a 
fight over the Reciprocal Trade Agreement Act, so I have not, gentle- 
men, had the time to get the information as to the actual cost. 

The Railway Retirement Board seems rather indifferent, at least not 
anxious, to assist me in getting this data. But I can assure the commit- 
tee that I shall proceed to get this information. 

Due to the lack of supporting data, it might be well if this proposal 
could be passed over, without prejudice, until the next Congress 
convenes in order that necessary data might be collected to warrant 
favorable action by your group. 

I feel pretty sure I will be back as a Member of the 84th Congress. 
I will reintroduce the legislation and have the necessary supporting 
data. 

The CuarrMan. Questions, gentlemen ? 

(No response. ) 

The Cuatrman, I regret there are not more Members of Congress 
this morning to support by their words or by their statements the 
bills which they have introduced. These hearings have been set down 
now for approxim: itely 3 weeks so that sufficient notice has been given 
to any who would wish to appear. 

The matter is extremely serious, if we are to judge by the number 
of bills that have been introduced, and it would seem to me that the 
committee is entitled to have the benefit of the counsel and advice of 
those who have introduced the legislation, particularly with reference 
to the cost of the proposed bills, which, after all, is a very important 
feature of it all. 
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The membership of this committee are men with hearts. They 
are men with an extreme desire to be helpful, but yet we are ad- 
monished that what we can do and what we would like to do is to be 
governed by the effect it will have on the stability of the retirement 
fund, and it is in that respect that we must have supporting evidence 
if those who are advocating in general language these bills are to 
expect approval of the bills. 

I think everyone will agree with me that is a proper approach by 
this committee and that we are justified in asking those who make 
these proposals that they will submit the evidence to us that will 
justify the requests they are making for their particular bills. 

In that connection I have before me a statement which has been 
prepared by the Railroad Retirement Board, which is very complete in 
this respect, and it leads me to the conclusion that it would be appro- 
priate if we would hear from the Railroad Retirement Board at this 
time. 

I assume the prepared material I have before me will be made part 
of the Board’s presentation to this committee. 

I make this suggestion for the reason that if those who advocate 
the passage of the bills do not appear to press for their adoption and 
give the information which the committee is desirous of having, we 
ought then to hear from the Railroad Retirement Board as to their 
views with respect to the matter. If the sponsors are still anxious for 
the bills to be reintroduced, they should come before the committee 
and change or amend or upset if they can the statement made by the 
Railroad Retirement Board. 

We will hear from the Railroad Retirement Board at this time. 


STATEMENT OF RAYMOND J. KELLY, CHAIRMAN, RAILROAD RE- 
TIREMENT BOARD, ACCOMPANIED BY FRANK J. McKENNA, CHIEF 
EXECUTIVE OFFICER; WALTER MATSCHECK, DIRECTOR OF RE- 
SEARCH; DAVID SCHRIEBER, ASSOCIATE GENERAL COUNSEL 


Mr. Ketiy. Mr. Chairman and gentlemen of the committee, my 
name is Raymond J. Kelly; I am Chairman of the Railroad Retire- 
ment Board. 

I appear here to present the views of the Railroad Retirement Board 
on all bills introduced in the 83d Congress, and now pending before 
this committee, to amend the Railroad Retirement Act. I have with 
me a list of all such bills, which shows also the dates on which the 
Board filed a report on each. Copies of this list have been distributed 
to the committee. Please note, Mr. Chairman, that in some cases the 
last column “Estimated cost” gives “Over $175” million or some 
other figure. In these cases, a complete cost estimate was available on 
only the major item of the bill. The additional unestimated part may 
be small or large depending on the nature of the additional proposals. 
I assume, Mr. Chairman and members of this committee, that you all 
have these reports. I shall not take the time this morning to discuss 
eny individual bill specifically. Should there be any questions about 
the Board’s statements in any of such reports, the Board members and 
members of its staff who are present will be glad to answer them. 

I should like, however, to make some general observations and then 
to discuss certain major proposals which together will cover most of 

49702—54 5 
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the important items of all the bills. I shall not discuss H. R. 356 or 
the several similar bills, since the House passed such a bill last year 
and last month, we understand, the Senate Committee on Labor and 
Public Welfare reported favorably the Senate companion bill 8. 2178. 
The Board believes that no purpose would be served by discussing this 
proposal at this time. ; 

Mr. Priest. If I could interrupt in order to ask one question that 
would help me as you proceed, Mr. Kelly, are the computations in this 
table you have submitted based on the situation without reference to 
the passage of H. R. 356% 

Mr. Keiry. They are. 

Mr. Priest. They are without reference to any effect that would 
have ? 

Mr. Keury. Yes, sir. 

Mr. WituraMs. One more question for the same reason: I notice you 
have two figures here, one a dollar figure and another a percentage 
figure. ‘To what does the percentage figure relate? Is that a per- 
centage of payroll? 

Mr. Ketry. I believe I would like to ask Mr. Matscheck, our expert 
on that. 

Mr. Marscueck. That is a percentage tax on payroll—the combined 
employee and employer tax. 

Mr. Priest. I am sorry to interrupt, but clarifying that one point 
will help. 

Mr. Ketiy. That is all right. 

Mr. Crosser. I do not believe you make it quite clear. Do your rep- 
resentations in this statement here go on the assumption that H. R. 356 
has become law ? 

Mr. Ketxiy. Oh, no; that is as of the present situation. 

As I say, the Board believes that no purpose would be served by 
discussing this proposal at this time. Neither shall I discuss H. R. 
7840 or the identical bills, since a hearing has already been held by 
your committee and the Board has submitted information on such bills. 

My first general comment is that it has been the general practice 
of the Board not to approve any bill which incurs additional cost to the 
account without providing additional revenue to offset this cost. In 
any isolated instances where the Board has departed from this practice, 
it has only been because the Board believed that the financial sound- 
ness of the system would not be endangered and because there were 
other overriding reasons for approval. 

My next general comment relates to the financing of the railroad 
retirement system. The financing of the system is on a level tax rate 
basis. Under such a method of financing, the tax income is larger than 
the benefit disbursements during the early years of operation. In the 
case of the railroad retirement system, this excess will continue for a 
number of years tocome. The excess of income over disbursements is 
accumulated in a reserve account, which will reach $5 billion or more. 
When the time comes, as it must, that the benefits exceed the tax in- 
come, the interest on this reserve should be sufficient to make up the 
difference without any increase in the tax rate. This, of course, as- 
sumes that the level tax rate is sufficient. At the present time, accord- 
ing to the last actuarial estimate, the tax rate for the railroad retire- 
ment system is inadequate by approximately 0.9 percent. 
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Mr. Heserron. May I ask a further question at that point‘ I am 
not sure that I have it clear as to whether this figure is without any 
reference to H. R. 356. 

Mr. Keuty. It is without any reference; yes. That has been the 
figure we have had for a year. 

“Tf future actuarial valuations continue to show a deficienc y, it will 
be necessary either to increase the tax rate or to reduce benefits or to 
find some other source of revenues. 

All of this is in explanation of why the Board does not approve 
further additions to benefits without providing additional revenues to 
finance them. If any of the various proposals i in the bills we are con- 
sidering, which are so extensive in their nature as to add very mate- 
rially to the cost, were adopted, the railroad retirement account would 
in time become exhausted. For example, one of the bills would cost 
about $250 million a year or 2.5 percent of the taxable payroll of both 
employers and employees. If this bill were adopted, the amount would 
become exhausted by around the year 1970. It would long before then 
become necessary either to make a very substantial increase in tax 
rates or a very substantial reduction in benefits or find some other 
source of income. The Congress and the Board and the railroad in- 
dustry, as represented by railroad management and railroad labor, 
have consistently agreed that the tax rate should be a level rate which, 
while producing for the account more than is required for disburse- 
ments during the ear ly years, will be just sufficient for the years when 
benefits exceed tax income. ‘The retirement account at the present 
time has a balance of over $3.25 billion. In the light of what I have 
said, however, it is obvious that this cannot be considered as a surplus 
to be vsed for additional benefits, but only as a reserve necessary for 
taking care of the time when benefits exceed income. 

I wish now to discuss several of the major proposals which are in- 
clude+l in a number of these bills. These proposals fall into four main 
categories : 

Those which provide for an earlier date of eligibility for 
retirement. For example, some of them provide for retirement 
at age 60 with 30 years of service, some with 35 years of service 
reg irdless of age, and so on. 

Those which remove restrictions on certain classes of bene- 
ciacind such as wives, widows, or children. 

Those which provide flat increases in benefits. 

. Those which provide a new minimum, such as 50 percent of 
pas average monthly compensation during the 5 years of highest 
earnings. Gener: ally combined with these is a proposal to change, 
in some way, the benefit base by changing the definition of average 
monthly compensation. 

I shall now take them up in order. 

1. At numerous times over the years proposals have been made to 
Congress to reduce the age of eligibility for a retirement annuity, such 
as to age 60 with 30 years of service. The objections of the Board to 
all such proposals are based upon the same considerations. First, they 
would be very expensive. For example, to permit retirement at age 60 
upon completion of 30 years of service or, upon 35 years of service 
regardless of age, would cost $100 million a year. Consequently, it is 
essential to ask ourselves, Is this amendment desirable? Is there any 
reason why we should permit full retirement at age 60, after 30 years 
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of service, or even earlier after 35 years’ service when the employee is 
able-bodied and capable of further service? The law now permits 
full retirement at any age of a man who only has 20 years of service, 
or at age 60 if he has 10 years of service, if he is disabled and cannot 
work in his regular occupation. Again, the law permits a man to 
retire on a full annuity at any age if he has only 10 years of service, 
if he is totally and permane tly disabled for all regular employment. 
With all this protection in the system for - man who is no longer 
able to work, such an amendment would, it seems, serve no useful 
purpose at least insofar as this system, a social-insurance system, is 
concerned, Under this type of proposal a man could leave the railroad 
industry with full benefits at a relatively young age and then go out 
and get another job. If that job is under social-security coverage, as 
woul | usually be the case, he could then build up ¢ ‘redits for a social- 
security benefit under the new start provisions. Now it is the purpose 
of the railroad retirement system or any other social-insurance system 
to provide partial replacement of lost income resulting from such 
economic hazards as old age or disability. There appears to be no 
good reason to encourage the comparatively young railroad workers 
to leave the railroad industry before they are ready to retire from all 
work. Certainly if such a proposal were adopted it would operate 
unfairly and work a serious hardship on the employees who remain in 
the industry until what is generally considered the normal retirement 
age or later. Such employees would be paying taxes for a longer 
period, would receive benefits for a correspondingly shorter period, 
and would, thus, be subsidizing the benefits of the employees taking 
advantage of the proposal. The enactment of such a proposal would 
impose a wholly unfair burden on the rank and file of the workers in 
the railroad industry and on the railroad industry itself. 

Let me illustrate what I have just said by an example. Assume 
2 men, both 60 years of age with 30 years of railroad service and with 
steady earnings of $300 or above; assume further that both live out 
their normal life expectancy, and that both are in good health so as 
to be able to continue to work. The first one, whom I shall call A, 
retires now at age 60, on an annuity of $165.60 a month. The second 
one, whom I shall call B, will retire 5 years from now at age 65 on 
the same annuity. During the 5 years after the retirement of A, and 
before the retirement of B, A will receive in benefits $9,936. During 
the same 5 years B will receive no benefit but will pay additional 
taxes of $1,125. Actually, if the proposals were adopted, taxes would 
have to be increased, and a person like B would have to pay even 
more. The gross amount by which B suffers as compared with A is 
$11,061, and none of this includes interest. A at 60 may get a job 
under social-security coverage and build up credits toward social- 
security benefits at 65 when he retires. The monthly benefit may be 
as much as $108.50, exclusive of the wife’s benefit, assuming the enact- 
ment of the social-security amendments now before the "Ways and 
Means Committee of the House. Under the present Railroad Retire- 
ment Act, this social-security benefit would reduce the railroad-retire- 
ment annuity but by much less than the amount of the social- security 
benefit. Thus B and others like him would have to pay extra taxes to 
subsidize additional benefits for A and men like him who get out 
more from the railroad retirement system and, in addition, manage 
to get a very substantial social-security benefit besides. 
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Now if A were permanently disabled, either totally or only for 
his own occupation, we all agree that he should not have to wait until 
age 65 to get his annuity. The present act provides that he can get 
his full annuity at age 60 or even much earlier if he is permanently 
disabled. The Board sees no reason why a man under 65 who is in 
good health and able to work should be allowed to draw benefits at 
the expense of others who continue to work longer in the railroad 
industry. In this connection, it may be well to state that the average 
age of retirement for age annuitants is between 67 and 68, indicating 
that most employees do not wish to retire even at age 65. 

If A wishes to retire at 60 after 30 years of railroad service, he 
may do so under the present act. However, the act provides that his 
annuity shall be reduced one-one hundred and eightieth for each month 
he is under age 65 at the time he retires; in the case of A this would 
amount to one-third of his annuity. This approximately equalizes 
the worth of the annuities which A and B would receive if A retires 
at age 60 and B at age 65. 

In this illustration I have discussed only the proposal for retire- 
ment at age 60 after 30 years of service. Some of the bills under 
consideration propose, in addition, other extensive liberalizations. 
One of those would cost over $200 million a year, which would add 
more than 2 percent to the tax of both employers and employees. 

2. The second category of proposals includes those which remove 
certain restrictions on benefits to dependents and survivors. For 
example, one proposal is to remove the restriction which prevents a 
wife of a railroad-retirement annuitant from receiving her full rail- 
road retirement wife’s annuity without reduction because of a social 
security old-age benefit in her own right. 

The Railroad Retirement Act and Social Security Act, in accordance 
with the basic principles of social insurance, each contains provisions 
to prevent the payment of certain multiple benefits to the same person. 
The wife’s annuity is designed to provide a source of income to a 
dependent. However, if she has a retirement income of her own, 
Congress deemed it proper to assume that a full dependent’s benefit 
is no longer warranted. While there may be some overriding reasons 
for a proposal that the widow of a railroad worker, if she was herself 
a railroad employee, be permitted to receive two benefits under the 
Railroad Retirement Act (as will be the case if H. R. 7840 is approved), 
we believe that the provision preventing the payment to the same 
dependent of two full benefits under separate acts should be retained. 
1 might also add that a proposal like this would involve a cost of 
upproximately $5 million per year to the railroad retirement account. 

3. The third category which I mentioned includes proposals for a 
flat percentage increase in benefits. For example, one proposal would 
increase all retirement annuities and pensions by 15 percent. This 
proposal alone would cost approximately $95 million a year. 

The cost argument is the principal argument against this proposal. 
No one objects to increasing benefits as much as possible within the 
limits of available funds. However, as I have stated previously and 
the Board has stated many times, there are no available additional 
funds at present. The question may well be raised, moreover, whether 
a flat percentage increase in benefits is preferable to increases in 
selected types of benefits only or varying increases by some other 


method. 
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4. My fourth category includes proposals to establish a new mini- 
mum benefit amount. This proposal is usually combined with one to 
base the minimum on a monthly compensation derived from the 5 
years of highest earnings. For example, several of the bills propose 
that the minimum benefit be 50 percent of the average monthly com- 
pensation during the best 5 years. The estimated cost of such a pro- 
posal, if applied only to employees with 30 years of service in 
combination with certain other liberalizations, would be $25 million 
a year. If applied to employees with less than 30 years of service, the 
cost would be very much greater. Even without the 50 percent mini- 
mum feature, the selection of the best 5 years for computing the 
monthly compensation would provide a higher base for computing 
the annuity and would add substantially to the costs of the system. 
We estimate that the use of the highest 5 years for prior service alone 
would cost $7.5 million a year. 

Aside from the question of cost, however, the administrative diffi- 
culties created would be almost insurmountable so far as the period 
before 1937 is concerned. The present 8-year test period of 1924-3 
was selected because payroll records for these years were generally 
available, the period was long enough to provide a fair average, and 
those years were fairly representative of normal working years not 
affected by the depression years of the 1930’s. The administrative 
problem arises from the fact that to determine the highest 5 years 
would require that the Board secure from the railroads records of all 
earnings prior to 1937, going back possibly as much as 30 years in 
some cases. 

The Board spent approximately $9 million in getting the records 
of compensation and service for the years 1924-31 and the records 
of service for other years. Under a proposal like the above, the Board 
would have to spend many million dollars more to get compensation 
records outside the 1924-31 period, assuming that such records are 
still available, which is very doubtful in many cases. 

A further objection to the fixing of a minimum of 50 percent of 
the average monthly compensation during the highest 5 years is that, 
even if it were limited to employees with 30 years of service, it would 
create approximately a flat benefit for a very large segment of the 
annuitant population. Two-thirds of all annuities now being : awarded 
are based on 30 years of service; practically all of them would receive 
a benefit of between $150 and $165.60, a narrow range of only 
approxim: ately $15. 

It is difficult to give you a separate cost figure for each of the various 
proposals in this category since there are so many different combina- 
tions, and the costs depend on the nature of the combinations. For 
example, a proposal for full annuities at age 60, or after 35 years of 
service, would cost $100 million a year. If there were added to this 
another proposal that the annuity shall equal at least one-half of 
the average monthly compensation in the 5 years of highest earnings, 
this $100 million would be increased very materially. I do not have 
a cost estimate on the latter proposal. However, if the minimum 
should apply only to cases with 30 years of service, the cost of that 
minimum would be much smaller. 

In summary, the Board opposes all of the bills which I have dis- 
cussed this morning, first, on the general principle that none of them 
provide the additional revenue necessary to pay the costs and, second, 
because of the various other objections which I have enumerated. 
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(The following are the data submitted for the record by Mr. Kelly :) 


Bills to amend Railroad Retirement Act, Railroad Unemployment Insurance Act, 
and Railroad Retirement Tax Act introduced in House of Representatives 
83d Cong 



























fExcept where otherwise indicated, cost figures are in millions of dollars a year on a level basis; percentage 
figures are additional level costs related to an annual payroll of $5 billion] 
Date of board 

Numt fbill| Introduced by Principal pro ort t I 

H. R. 122 Dorn Full annuity with 30 ye yual to | Feb. 20,1953 | Over $ 
‘KO percent of average monthly con over 3.5 
pensation (up to $400 a month) in 5 cent 
years of highest earning 

H. R. 149 Martin Full annuity at age 60 or with 35 years, dc Over $100 
equal to 4 of average monthly com ¢ 2 per 
pensation (up to $300) in 5 years of ent 
highest earnings 

H. R. 203 Wickersham Full annuity with 30 years; spouse’s do Over $175 
annuity if employee is 65 or has 30 over 3.50 per 
years. cent 

H. R. 239 Cunningham Identical with H. R. 149 lo 

H. R. 240 do Full annuity at age 60 or with 30 years, do Over $190: 
at 44 salary or wages based on 5 years over 3.80 per 
of highest earnings cent 

H. R. 24 do 25 percent increase in employee annui do ; 8 
ties and pensions, and survivor an cent 
nuities 

H. R. 356 Van Zandt Repeal of dual benefit restriction on lo $7 0.1 
employee annuities (last paragraph cent 
sec. 3 (b)). (Passed by House July 
24, 1953. Senate committee favor 
ably reported companion bill (S 
2178), May 14, 1954 

H. R. 456 Kearney Full annuity with 30 years, equal to i Over $175,4 
5‘) percent of iver I ly I 
ompensation in 5 consec 
of highest earnin 

R. 528 O’Brien Similar to H. R. 456 
R 4 St. George Full annuity tt years Over $190;4 over 

it not | f averag 3.80 per 
monthly ‘ 1 
tive years of S rm 

H. R. 1378 Cretella Similar to H. R. 456. Specifi Over $175;4 over 
mum monthly annuity of $200 3.50 pe nt 

H. R. 1544 Fino Similar to H. R. 456 

H.R } Van Zandt Similar to H. R. 594 

H.R do Similar to H. R. 243 de 

H. | i do Similar to H. R. 149 

H. R. 1999 - Rees Annuities for 65-year-old spouses of do $1.2 
disability annuitants 

H. R. 2929 Dague Repeal of dual benefit Social Security Feb. 25,1953 | See H. R. 4169 
Act restrictions for employees and 
spouses (secs. 3 () and 2 (¢ NO 
retroactive provision 

H. R. 2961 LeCompte Similar to H. R. 2929 Effective lo See H. R. 4169 
Nov. 1, 1951 

H. R. 3104 Van Zandt Reduce age requirement for a widow do $23.4 
insurance annuity from 65 to 60 


i. 3642 Price Similar to H. R. 4670 (H. R. 356 Mar. 11, 1953 
H. R. 3643 -do Similar to H. R. 2920. (Effective do 
Nov. 1, 1951.) 


H. R. 3784 .| Williams Similar to H. R. 4670 (H. R. 356 May 6, 1953 

H. R, 3787 Withrow do lo 

H. R. 3975 Alien do do 

H. R. 4163 .| Miller wa senle lo 

H. R. 4169 Thornberry Repeal of dual benefit (Social Security June 1, 1953 | $12.5; employ 
Act) restrictions for employees and ee, 0.15 per- 
spouses (secs, 3 (b) and 2 (e (Sim- cent: spouse, 
ilar to H. R. 2929 except that effec- 0.10 percent 


tive date is Nov. 1, 1951 
ee iy Be Wampler Similar to H. R. 467) (H. R. 356 May 6, 1953 


H. R. 4272.....| Jones Similar to H. R. 4162 and H. R. 2929. | June 1, 1953 
(Effective Nov. 1, 1951 
H. R. 4279 Rhodes Similar to H. R. 4670 (H. R. 356 May 6, 1953 
H. R. 4670 Bentley Similar to H. R. 356—repeal of last May 13, 1953 | See H. R. 356 


paragraph of section 3 (b), (effective 
Noy. 1, 1951 
H. R. 4682......! Poulson Similar to H. R. 4670 (HL. R. 356 do 


See footnotes at end of table. 
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Bills to amend Railroad Retirement Act, Railroad Unemployment Insurance Act, 
and Railroad Retirement Tax Act introduced in House of Representatives, 
38d Cong.—Continued 

































| 
[Except where otherwise indicated, cost figures are in millions of dollars a year on a level basis; percentage | 
figures are additi sts related to an annual payroll of $5 billion] 
} Date of board 
Number of bill | Introduced by Principal provisions report to Estimated cost 
committee ! 
H. R. 4831 Van Zandt Repeal of dual benefit (Social Security | June 1, 1953 | $25; employee, 
Act restrictions for employees, 0.15 percent: 
spouses, widows, and children spouse, 0.10 
percent; 
Widow and 
children, . 
0.25 percent. 
H. R. 4946 do Delete last phrase, 3d sentence, sec. | June 22, 1953 | Not involved. 
} 10 (a) Railroad Retirement Act. 
H. R. 5065 -| Rees Similar to H. R. 4169 and H. R. 4272 July 14, 1953 
H. R. 5097 Cunningham do do 
H. R. 5254 Pillion - Similar to H. R. 456 do 
H. R. 5269 | Cunningham Full annuity with 35 years or at age 60 | July 14, 1953, 5; 4.70 per- 
with 30 years monthly compensation letters of cent. 
for prior service based on 5 years in- Mar. 31, 
cluded in “years of service’’ in which 1954 and 
. were highest; new mini May 6, 
m for 30-year employees; in- 1954 
creases pensions, retirement and 
survivor annuities by 15 percent; 
repeals dual] benefit restriction (So- 
cial Security Act) for employees 
and spouses. (See S. 1911 for com 
parison 
H. R. 5571 Jonas Spouses’ annuity at age 60; widow’s | July 14,1953 | $125; 2.50 per- 
and widower’s annuities at age 55 cent. 
monthly compensation based on 
years of highest earnings; exclusion 
of earnings after age 65; elimination 
of work restrictions applicable to 
survivor annuitants 
H. R. 5624 Radwan Similar to H. R. 4169 and H. R. 4272 do 
H. R. 5625 | do s lar to H. R. 5269 do 
H. R. 5631 Baker Full annuity for employees with 30 do Small 
| years of service whose railroad em- 
ployment is terminated by abandon- 
ment of a railroad. 
H, R. 5854 Perkins. . Full annuity at age 60; minimum do | $250; 5.0 per- 
monthly annuity of $95 for widows cent. 
H. R. 5936 D’ Ewart Annuity (equal to a spouse’s annuity do Small. 
for 1 dependent 65-year-old sister of 
3 65-year-old unmarried annuitant 
or pensioner 
H. R. 5942 Pillion_ Similar to H. R. 4670 (H. R. 356 
H. R. 6403 | Mack- Permits a person entitled to an an- | Feb. 15,1954 | Not involved. 
| nuity or pension to waive payment 
thereof 
H. R. 7765 Bailey -- Permits a widow once entitled toacur- | Mar. 3, 1954 | $8.75; 0.175 per- 
rent insurance annuity to continue | cent. 
receiving benefits after child attains 
age 18 
H. R. 7840... Wolverton. Increases creditable compensation, for Mar. 5, 1954, | $31. 
benefit and taxing purposes, from | Mar. 16, 1954 
$300 to $350 (K), Mar, 24, 
1954 (K), Apr. 
12, 1954 (K- 
H), Apr. 19, ’ 
1954 (FCS), 
Excludes national delegate service of $10,000" (not 
persons with no other creditable millions). 
service; 
Reduces age requirement for widows, $23.50. 
widowers and parents from 65 to 60 
Provides a survivor annuity for child $0.75. 
over age 18, and its mother, if child | 
became totally and permanently dis- | 
abled before age 18; f 
Provides a straight month-to-month $1.50 (saving). i 
work restriction ($100 per month for j 
disabled annuitants); 
Repeals dual benefit provisions (Rail- $0.02. j 


road Retirment Act) for widows, 
widowers or parents; 

Excludes compensation after age 65 if $0.05 
a larger annuity would result; 


See footnotes at end of table. 
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Bills to amend Railroad Retirement Act, Railroad Unemployment Insurance Act, 
and Railroad Retirement Tax Act introduced in House of Representatives, 
38d Cong.—Continued 


[Except where otherwise indicated, cost figures are in millions of dollars a year on a level basis; percentage 
figures are additional level costs related to an annual payroll of $5 billion] 


Date of board 
Number of bill | Introduced by | Principal provisions report to Estimated cost 
| committee ! 


H. R. 7840 | Wolverton Eliminates provision for suspension of $1,000 (not mil- 


annuity because of child’s not at lions 
tending school Total cost 
$53.83 6 
Adds new daily benefit rate of $8 for See Board’s de 
annual compensation over $4,000 siled r 
Provides a minimum daily benefit ports 
rate of 50 percent of employee's dail 


rate of compensation (up to $8) in 
last employment 














Cha s benefit formula 

H. R. 7843 Bennett Deletes pro isions pertaining to ces- Mar. 3, 1954 38 0.17 per 
sation of ‘‘last person’’ service as a letter cent 
condition of eligibility for annuity Mar. 25, 1954 

R. 7869 Staggers Similar to H. R. 7810 Mar. 8, 1054 
R. 7916 Selden Annuities for incompetent children of | Mar. 3, 1954 | $0.85; 0.017 per 

deceased employees. (Wou cent 
payment also of uities to mothers 
of such children 

H.R Klein Similar to H, R. 7810 Mar. 8, 1954 

H.R V illiams do do 

H.R Buchanan do do 

H.R Radwan do do 

H. B, Engle- Increases earnings limitation for wi Mar. 3, 1954 | $10; 0.20 per- 
Ows a ie¢ il ire rom $75 to $250 cent 
per month, 

H. R. 8016 Bennett_. Similar to H. R. 7810 

H. R. 8028 Heller °o 

H. R. 8085_....| Mack do ni 

H. R. 8198 Sullivan do 

H. R. 8300 Holland Omnibus tax revision bill proposing 
recodification of Railroad Retire- 
ment Tax Act. 

H. R. 8332. Springer 4 Similar to H. R. 7840 

H, R. 8522. Poff Full annuity with 35 years or at age 60 | May 11,1954 $105; 2.1 per- 
with 30 years average monthly com- cent 


pensation for prior service equal to 
. ; 


average compensation in highest 
years included in years of service 


[The Board’s reports were unfavorable on al! bills except H. R. 7840 (and similar bills), on which report 

was favorable, and H. R. 6403, on whieh report was neither favorable nor unfavorable 

? Board report does not give specific cost figures. 

’ Board report gives total dollar costs over the years in the amount of $885 million 

‘ Board report doe t give specific cost fizu 

5 The words “‘so as to provide represt entation on the Board satisfactory to the largest number, respectively, 
of employees and carriers concerned.’ 

6 This figure represents cost of additional benefits, including those resulting from increase in ceiling from 
$300 to $350 per month; however, the increase in tax base would provide $56 million of additional revenue, 
which would be more than enough to pay for the bengfit increases provided in pt. I of the bill. 








Note.—Whenever the phrase ‘‘Over * * *”’ is used in this list, the figures refer to the cost of liberalizing 
eligibility requirements for retirement annuities when considered independently of otber provisions of 
the bill. No cost figure is available for the remaining proposals or for the billasa whole. In some instances 
the additional cost will be substantial while in others moderate or small 





The CuarrmMan. Are there any questions ? 

Mr. Heseitton. Turning back to page 2 where you state: 

At the present time, according to the last actuarial estimate, the tax rate for 
the railroad retirement system is inadequate by approximately 0.9 percent. 
I have copies of the majority and minority report on H. R. 356 and 
I note in both reports the same cost data is included, taken from the 
figures given us by the Board. It is said: 

The Railroad Retirement Board has estimated that additional disbursements 
will be $11 million a year for the first 10 years after repeal, $15 million a year 


for the next decade, $9 million a year for the third decade, $3 million a year 
for the fourth decade, and steadily decreasing amounts thereafter until about 
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the vear 2000, after which additional disbursements resulting from repeal will 
ease. The aggregate additional disbursements will be $385 million. The cost 
in terms of a level percentage of payroll, assumed to be $5 billion annually, 
is 0.15. 

If that bill which we are informed this morning will come up in 
the Senate this afternoon becomes law, does that mean that the Board 
now says that the fund presently is inadequate by 0.15 percent ‘ 

Mr. Key. I believe that would be the result if the legislation is 
adopted. 

Mr. Hesevron. Next I noticed in the tabulation prepared by the 
Board the statement: 

The Board’s reports were unfavorable on all bills except H. R. 7840 (and 
similar bills), on which report was favorable * * *. 

Yet I notice on page 7 of your statement you refer to H. R. 7840 
and, as I understand, you are critical of at least a portion of it. That 
appears in the third paragraph. 

Mr. Ketiy. I was referring in that paragr: iph to these other bills 
which provide for these two benefits. That is where the railroad 
widow is also a railway employee and could receive under the bills that 
were introduced here and that we are considering this morning two 
separate benefits. But in H. R. 7840 there also is a provision, I 
understand, for increasing the base. That is the one we considered 
here and a couple of months ago I think we had a hearing on that. 
Are you referring to the statements that were made at that time? 

Mr. Hesevron. No; I was referring to this tabulation from which 
I read that the Board’s report on H. R. 7840 was favorable. I would 
like to reconcile that with your criticism of a portion of it. 

Mr. Ketiy. It was not meant as a criticism. I was just referring 
to the fact that H. R. 7840 provided for benefits of that nature. 

Mr. Hesevton. Does your Board recommend that provision ? 

Mr. Ketry. I do not have before me the provision that refers to and 
I must confess I cannot figure out which one they are talking about. 
The Board did recommend it, I think; the Board did recommend the 
approval of those provisions in H. R. 7840. 

Mr. Hesevron. Then what I refer to in the third paragraph on page 
8 of your statement is not to be interpreted as an objection by the 
Board ? 

Mr. Keiry. No. I put it in parentheses just to point out that there 
was a similar provision, or a provigion that provided a similar result 
in H. R. 7840 which, taken all Soy was approved by the Board. 

Mr. Hesetron. Yet you go on to si 
* * * we believe that the provision preventing the payment to the same depend- 
ent of two full benefits under separate acts should be retained. 

If you believe it should be retained, I cannot understand how you say 
that the Board recommends the full enactment of all provisions of 
H. R. 7840. 

Mr. Ketiy. Of course H. R. 7840 provides for an increase in the 
base, you know; it provides for a method of financing. 

Mr. Hesevron. I may be thick about this, but what do you mean by 
saying it should be ret Lined ¢ 

Mr. Ketry. I am probably the one who is thick, because I have not 
the figures. That is why we have our statisticians here today. 

The Cuatrman. I might s: ay to the gentlemen of the committee that 
Mr. Frank J. McKenna, chief executive officer, Mr. Walter Matscheck. 
director of research, and Mr. David Schrieber, associate general coun- 
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sel, are accompanying Colonel Kelly, and Mr. A. E. Lyon, executive 
secretary of the Railway Labor Executives’ Assoc iation, and are here 
today to be available for any questions that anyone wishes to ask of 
them. 

Mr. Hesevron. Do you want someone else to answer that question 

Mr. Keniy. They probably could do it better than I. 

The Cuarrman. Will you give your name, please? 

Mr. Marscueck. I am Walter Matscheck, Director of Research of 
the Railroad Retireraent Board. 

I think your question, Mr. Heselton, as I undersood it, was, Why 
did the Board favor the provision in H. R. 7840 which provides that a 
widow can get a benefit in her own right under the railroad retirement 
system, and yet oppose the provision of some of these other bills that 
provide she shall get a benefit in her own right under the social 
security system—get both at the same time ¢ 

Mr. Hesevron. Specifically 1 wanted to find out what was meant by 
saying, “We believe that the provision preventing the payment to the 
same dependent of two full benefits under separate acts should be 
retained.” 

Mr. Matscueck. There is a provision in the present Railroad Re- 
tirement Act, and I believe in the Social Security Act, that a widow 
who has coverage under the Railroad Retirement Act and also cover- 
age under the Social Security Act cannot get both benefits, and we 
believe that provision should be retained, because they are separate 
systems stanly and, in line with the principle the Chairman, Mr. 
Kelly, enunciated earlier, that there should not be multiple benefits 
in a social-security system. 

Mr. Heserron. Is there a provision in H. R. 7840 which would 
permit multiple benefits in that case 4 

Mr. Martscueck. Not what we are talking about here. Here we 
are talking about a benefit under the Social Security Act and also 
under the Railroad Retirement Act. H. R. 7840 permits a widow 
who has benefits in her own right under the Railroad Retirement Act 
to get both her widow’s benefit and the benefit based on her own 
earnings; that is within the railroad retirement system and not the 
social-security system. 

Mr. Hese_Ton. You endorse that? 

Mr. Matscneck. The Board has endorsed that provision. 

Mr. Rogers. Suppose the widow could draw benefits in her own 
right and also from her husband and she comes and also gets under 
the Social Security Act: Can she draw all three benefits ¢ 

Mr. Matscueck. No. 

Mr. Rogers. How would they be reduced ? 

Mr. Marscueckx. Under the present law she would not get her 
social-security benefit. 

Mr. Rocers. How is that, again ? 

Mr. Marscneck. Under the present law she would only get her 
benefit as a widow under the Railroad Retirement Act, or as an 
employee and in her own right as a railroad employee. 

Mr. Rogers. She can get that at the present time, can she nate é 

Mr. Marscueck. No, not at the present time. Under H. R. 7840 
she could. 

Mr. Rogers. Under the provision of that she could get it? 

Mr. Matscueck. Yes. 
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Mr. Rocers. Now supposing she comes and connects herself up 
with social security: How much would her benefit be reduced ? 

Mr. Marscueck. By the amount of the social-security benefit. 
Her social-security benefit would not be reduced, but she would not 
get the full railroad retirement benefit. 

Mr. Rocers. Another question. If there were to be any benefits 
increased, which is the most equitable basis to get that increase? By 
increasing the tax rate, or by increasing the base ? 

Mr. Marscueck. I think you are : asking me a question that is purely 
a question of policy for the Board and the committee to determine and 
not for me. I would say that H. R. 7840 which the Board endorsed, 
or the majority of the Board endorsed, at least the Retirement Act 
part of it, provides additional revenue to pay any cost of additional 
Retirement Act benefits, and that is the reason why it could endorse 
that and it has not, as the Chairman, Mr. Ke ‘lly, has stated, endorsed 
any of the other bills, because none of the other bills provide for 
anv additional revenue. 

Mr. Rogers. How many people would be affected by the increase 
of the base pay ? 

Mr. Marscurck. How many people? 

Mr. Rogers. Yes. That is beginning with $3,600 and going up to 
$4,200? 

Mr. Marscneck. The majority of them; 60 percent. About 1 mil- 
lion, my actuary tells me. 

Mr. Rogers. About 1 million would come in and pay the additional 
tax from $3,600 to $4,200? 

Mr. Marscneck. Or somewhere in between. They do not all jump 
from $3,600 to $4,200. 

Mr. Rogers. That is what I meant. If they increase the tax rate 
instead of the base pay, how many would be affected ¢ 

Mr. Marscueck. All of them; nearly 2 million employees a year 
of the railroads. 

Mr. Rocers. I am just trying to get the equity of the situation. If 
that be true and that many men get the increase in benefits, should 
they share the burden of the increased tax, or should we place that 
increase from $3,600 up to $4,200? One million which is the most 
equitable manner of getting it if Congress should pass it ? 

Mr. Marscueck. That involves many considerations including the 
fact there is what we cal) a bent formula; that is, the lower paid em- 
ployees get a higher benefit in proportion to the tax, or in proportion 
to the earnings, than the higher paid employees. So if you increased 
the tax base the employees who pay the higher tax will not get as big 
an increase as if the formula were a flat percentage. There are so 
many considerations in that that I hesitate to express a personal 
opinion, because it is completely a matter of policy of how that is to 
be done if it is to be done. I do not think the Board has gone on 
record on that particular issue and, unless you force me to, I do not 
think I should try to express a matter of opinion on that. 

Mr. Roerrs. I was just asking what increase in benefits would those 
get from $3,600 up to $4,200. 

Mr. Marscueck. I have the figure here somewhere, but I cannot 
remember what it is. I will look it up in a moment. It would bea 
different factor provided by the formula as applied to the additional 
$600 a year. 
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Mr. Rocers. But it would be some additional burden ? 

Mr. Marscueck. Oh, yes. 

Mr. Rogers. It would be some additional burden on those who make 
an income from $3,600 to $4,200? 

Mr. Martscneck. That is right. 

Mr. Rocers. If it were not increased, it would not increase the 
burden on those 2 million, I believe you said, who would be affected ? 

Mr. Marscueck. An increase in the base would not increase the 
burden on anyone who earned $300 a month or less. The entire in- 
crease would be borne by those who earned $300 up to $350 a month, 
and the railroads, of course, an equal amount. The additional bene 
fits in total of those people who earned more than $300 a month up 
to $350 would be about $25 million a year out of a total additional 
revenue estimated to be $56 million a year. 

Mr. Rocers. Therefore if we increase the base the burden would 
be on 1 million for benefits that would be received by 2 million ? 

Mr. Marscneck. Yes. But in the light of increasing wage rates, 
the time is going to arrive probably very soon—it is true practically 
now—that all regular full-time employees will earn $300 a month. 
Practically all full-time employees now earn over $300 a month. It 
is mostly part time casual employees, and so forth, and certain groups 
that earn less than $350 a month now. I think the minimum wage in 
the railroad industry now for an employee working every day is about 
$12 a day. I think the railroad people would say that is correct. 

Mr. Rocers. Even so, the increase in benefits would be imposed on 
some 1 million; is that correct ? 

Mr. Matscueck. The increased cost, or one-half of the increased 
cost would be imposed on 1 million; the other half would be imposed 
on the railroads. 

Mr. Rocers. And the benefits of which would go to some 2 million ? 

Mr. Martscueck. They will go ultimately to ‘all railroad employ- 
ees who retire, or the survivors of all railroad employees who die, 
which goes away out in the future. It would be many, many millions. 
But at the present time there are about 550,000 people who get bene- 
fits under the retirement system. 

Mr. Wiuurams. Mr. Kelly, I believe you stated that the Railroad 
Retirement Board endorses the provisions of H. R. 7840. Would you 
mind clarifying that for me? Do you mean the Railroad Retirement 
Board interposes no objection to the passage of H. R. 7840, or does 
the Railroad Retirement Board affirmatively endorse the amendments 
carried in that bill? 

Mr. Marscnueck. At the hearings, Mr. Williams, the Board or a 
majority of the Board endorsed the retirement part of H. R. 7840. 
At the hearings there was a division on the unemployment insurance 
part of the hearing. 

Mr. WitiiaMs. Ts it the feeling of the Board so far as the retire 
ment provisions are concerned that they are necessary and desirable 
amendments to the present law ? 

Mr. Marscueck. I would assume so, because they endorsed them 
and the money was made available under the bill. That is, a majority 
of the Board endorsed them. ; 

Mr. Wituiams. A majority of the Board has endorsed that. 

Mr. Marscnueck. Yes. 

The Cratrman. Are there any further questions? 
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Mr. Beamer. Colonel Kelly, I have just one question to ask. In 
your prepared statement you make reference to the fact that certain 
railroad employees prefer or desire to continue to work after their 
retirement age has been reached ? 

Mr. Ketiy. That is correct. 

Mr. Beamer. In the experience of the Board, do you find many 
instances where this reaches a point of their becoming a hazard when 
they sre too old, or is the system such that it encourages them to work 
that long? 

Mr. Keiuy. As far as I am concerned Mr. Matscheck can answer 
that, but I do not know of any experience. 

Mr. Beamer. I remember in previous testimony in other years that 
question was raised, because they did not want to have a system that 
encouraged or forced people to work too long. 

Mr. Keixy. The present retirement age of 65 is not compulsory, of 
course, and they may work on; but some of the railroads have a com- 
pulsory retirement age and they vary. 

Mr. Beamer. Do you have any statistics or figures on the average 
age at which people do retire ¢ 

Mr. Ketiy. Yes. It is between 67 and 68. 

Mr. Marscneck. I might answer your question there about the 
hazard. The Board, of course, has no information as to the physical, 
mental, or other condition of railroad employees until they apply for 
disability retirement, if they do, or unless they are sick. In other 
words, they have no information or no reason to gather information 
on the ability of men to continue to work. 

Mr. Beamer. From what source does that information come—from 
the railroads? 

Mr. Marscueck. They do not furnish that, because it is not required. 

The Cuamman. That appears to be all. Thank you, gentlemen, 
for your appearance. I hope it will be possible for you or some mem- 
ber of the Retirement Board, or members and their supporting staff, 
to remain until these hearings have finished. 

Mr. Ketiy. We have planned on doing that. 

The CHatrMan. Several questions may arise that we would want 
to ask. 

Now I see that our colleague Mr. D’Ewart has come in the committee 
room. It is always our custom to hear Members of Congress as they 
appear, because of the duties they have that require their attention; 
so we will hear our colleague Mr. D’Ewart at this time. 


STATEMENT OF HON. WESLEY A. D’EWART, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MONTANA 


Mr. D’Ewart. Mr. Chairman, I thank you for this opportunity to 
appear here this morning and I will be brief. 

I appear in support of H. R. 5936, a bill to correct a certain injus- 
tice that I believe was an oversight in the original drafting of the bill. 
I have introduced H. R. 5936 to amend the Railroad Retirement Act 
of 1937, to provide annuities for certain dependent sisters of unmar- 
ried retired railroad workers to correct, as 1 say, what seems to me to 
be an oversight in the original law and an injustice to certain 
individuals. 
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Perhaps I can best recite what I have in mind by giving you a case 
history that I happen to know about in my own territory. 

In my own town of Livingston, Mont., we have a case that shows 
the need for this amendment to the law. Mr. A. B. Carleton, of 
Livingston, is a retired railroad trainman, now 83 years of age. 
Throughout his life his sister, Miss Caroline M. Carleton, has lived 
with him as his housekeeper. Neither of them has ever married. He 
has been Miss Carleton’s sole support. 

While Mr. Carleton was actively working on the railroad, he was 
able to purchase out of his savings a small farm near Livingston as 
well as the home in which he now lives, and to lay by funds to supple 
ment his retirement income. As the years have gone by, he has been 
forced to dispose of the farm and his savings have been used up, 
because the retirement pay he receives is inadequate to support two 
eople, 

Mr. Carleton has pointed out to me that if he were a married man 
his spouse would receive additional benefits that would make it pos 
sible for the two to get along. But since he has never married, and 
because his lifelong housekeeper and dependent has been his sister, 
no provision is made. This may be the only such case in the Nation, 
or there may be only a very few. However, it seems to me that it is 
clearly unfair to Mr. Carleton and his sister, and that it is only right 
and proper that some provision be made to furnish to a dependent 
sister in this situation the regular annuity which a spouse would 
receive. 

Mr. Carleton is now 83. Miss Carleton is 73. In his last letter to 
me he states that they are “just one jump ahead of being slowly starved 
to death.” Ill health would completely deplete their remaining re 
sources. It is a very serious problem to these two people, and it is 
within the power of the Congress to remedy it by enactment of my 
bill, H. R. 5936. I sincerely hope the committee will recommend my 
amendment or whatever other language may be desirable to accom- 
plish the same purpose. 

Now to turn to the provisions of the bill, H. R. 5936, which seeks 
to correct that situation. It limits and defines those to whom the bill 
applies, such that the dependent sister must have attained the age 
of 65, must be designated by the retired employee as his depende nt 
sister in order that she shall be entitled to the dependent sister’s 
annuity. Also the bill provides that— 

The amount of the annuity payable for any month shall be the amount (if 
any) which would be payable for such month under subsection (e) and the 
first sentence of subsection (gz) if the dependent sister were the spouse of the 
retired employee; except that in lieu of the reduction provided by the third 
proviso of subsection (e), such annuity shall be reduced by the amount of 
any annuity or pension and the amount of any monthly insurance benefit to 
which such dependent sister is entitled (or on proper application would be 
entitled) under this act of section 202 of the Social Security Act. <A retired 
employee may not designate more than one individual as his dependent sister 
unless the previously designated individual has died. 

(2) For the purposes of this subsection, the term “dependent sister’? means 
a sister of the retired employee who received at least one-half of her support 
from such retired employee during the 3-year period ending on the date on 
which the application for a dependent sister's annuity is filed. 

(3) The dependent sister’s annuity provided in this subsection shall cease 
at the end of the month preceding the month in which (i) the dependent sister 
or the retired employee dies, or (ii) a spouse of such retired employee becomes 
entitled to a spouse’s annuity under subsection (e). 
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It seems to me that here is a case that could well be provided for 
under the Railroad Retirement Act. There must be many such cases 
throughout the country where there are dependent sisters who have 
been solely dependent on the retired railroadman not only during 
his retirement, but during his time of service. And I believe the 
enactment of this amendment would be in the interest of justice and 
fairness and certainly would relieve cases that must have occurred 
in many situations throughout the country. 

I hope the committee can find it within its province to favorably 
consider this amendment to the Railroad Retirement Act. 

The Cuarran. It is the desire of the committee, so far as it is 
possible to do so, always to ascertain what the cost of proposed legis- 
lation would be; but I assume there would be no way in which you 
could estimate that figure and that similar costs would be very difficult 
for you to obtain in a factual way. 

Mr. D’Ewarr. I do not have that information. I am sorry. It 
wrobably would be difficult to ascertain; also it probably would not 
ce very large. 

Mr. Beamer. The committee’s report on H. R. 5936 states that the 
estimated cost would be small. 

The Cuarrman. I suspect it would. 

Are there any questions ? 

Mr. Wuu1ams. Mr. D’Ewart, I think you are perfectly justified in 
offering this legislation. Inasmuch as we have weer ose upon the 
proposition of providing for annuities, I think we should go ahead and 
find some means by w hich the inequities could be taken care of. 

I think perhaps you will find over the country there are cases where 
retired railroad men are also having to take care perhaps of their chil- 
dren or other dependents, male or female, as the case may be, who are 
not entitled to this annuity. And I think perhaps the Railroad Re- 
tirement Board or the various organizations representing the railroad 
men should give very careful study to the proposition covered in your 
bill and, whether your specific bill is passed, or not, I would certainly 
like to take this opportunity to endorse the principle on which you 
introduced it. 

Mr. D’Ewarr. Thank you very much. 

The Cramman. If there are no further questions, we thank you, 
Mr. D’Ewart, for your appearance and the expression of your views 
relating to this type of case which you have related. 

Mr. D’Ewart. I appreciate this opportunity to appear before the 
committee. 

The CHarrman. I assure you it will have the consideration of the 
committee. 

The next witness is Mr. John G. Watson, Duval Lodge No. 257, In- 
ternational Association of Machinists, A. F. of L., of No. 2144 Myra 
Street, Jacksonville, Fla. 


STATEMENT OF JOHN G. WATSON, DUVAL LODGE NO. 257, INTER- 
NATIONAL ASSOCIATION OF MACHINISTS, AFL, JACKSONVILLE, 
FLA. 


Mr. Watson. My name is John G. Watson. I reside at 2144 Myra 
Street, Jacksonville, Fla. I have completed 44 years’ railroad service 
asamachinist. I represent local lodge No. 257, International Associa- 
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tion of Machinists, which is affiliated with the railway department of 
the A. F. of L. We have approximately 350 members who are em- 
ployed on the following railroads: ACL, SAL, Southern, FEC, and 
Jacksonville Terminal. 

We feel that as we are contributors to railroad retirement, we should 
also have some voice in method of administering the railroad law in 
regard to policies and payment of benefits. We feel that since 
1937 the financial structure has changed, and we also know that the 
dollar value has decreased. 

In 1937 annuitants on the benefit roll contributed practically noth 
ing in taxes. So that starting from zero in 1937 when no taxes were 
paid by the applicants for retirement, we find that as the railroad 
retirement plan gains in age each year, the average tax contribution 
of applicants increases each ye ar until the year 1967, when all appli 

cants will pay taxes on 30 years’ income. Thus we feel that as revenue 
in ‘reases, so should benefits be increased to relieve the annuitants of 
this generation. 

We believe that tax rates and cost estimates should be based on 
conservative assumptions which will allow the plan to stand up in 
changing economic conditions, but we also believe that setting up 
reserve liabilities for 55 years is too much on the conservative side. 
Future generations who presumably will enjoy greater benefits, should 
at least bear a fair share of building that reserve, and thus allow this 
generation to enjoy greater needed benefits. 

Referring to the statistical summary of the Retirement Board for 
February, covering the annual period July 1952 and July 1953, we 
find that tax collections amounted to $832,174,534, and expenditures 
for the same period $642,532,312, which shows a gain for the same 
period of $189,643,222. 

We favor a raise in tax wage base from $300 to $350 a month. It 
has been estimated that this will increase revenues $50 million a year, 
less $33 million, which would be absorbed by the increase in benefits 

resulting from the increased creditable computation base; thus the 
as ated net gain would be $17 million. 

1) We favor amendment to subsection (d) of section 2 which will 
nee disabled annuitants under 60 years of age to earn $100 a month 
in addition to annuity. 

(2) We favor amendment to subsection (c) of section 3 to raise 
wage base to $350. 

(3) Amend subsection (a) and (b) of section 5 to allow widow 
retirement at 60. Estimated cost $26 million. 

(4) Amend subsection (a) section 2 to allow retirement at 60 with 
full benefits. Estimated cost $75 million. 

(5) Amend subsection (1) of section 5 which would abolish the 18- 
year limit for children of deceased annuitants who are permanently 
unemployable by reason of physical or mental condition contracted 
before reaching the age of 18. 

Total gain, 1953, $189 million; total cost, $101 million; surplus, 
$88 million. 

The CuarrmMan. Any questions, gentlemen ? 

( No response. ) 

The CruarrMan. We thank you, Mr. Watson, for your appearance. 
We realize you have come a great distance, that it has undoubtedly 

saused you some inconvenience, and you have been prompted to come 

49702546 














10 RAILROAD RETIREMENT LEGISLATION 


because of your sincerity and belief of the necessity for the changes 
which you have suggested. 

I wish to assure you that the committee will give full consideration 
to the statement which you have made. 

Mr. Watson. Thank you, Mr. Chairman, and members of the 
committee. 

I appreciate your kindness in giving me this time to appear before 
you to present our views on these needed amendments. 

The Cuarrman. Gentlemen, the witnesses who remain to be heard, 
according to the list which I have had presented to me, are the 
following: 

Mr. Thomas Stack, president, and Mr. Walt Sands, public relations 
director of the National Railroad Pension Forum; 

Mr. A. E. Lyon, executive secretary, Railway Labor Executives’ 
Association, and also in this matter representing the Brotherhood of 
Locomotive Engineers, Brotherhood of Locomotive Firemen and En- 
ginemen, the Order of Railway Conductors, and the Brotherhood of 
Railroad Trainmen; and 

Mr. J. Carter Fort, general counsel of the Association of American 
Railroads. 

It is our intention to adjourn until 10 o'clock tomorrow morning at 
which time Mr. Stack will be the first witness, and others will follow 
unless there should be some additional Members of Congress who wish 
to express their interest in this legislation. Of course they will be 
heard first if they are present. 

Otherwise Mr. Stack will be the first witness tomorrow morning at 
10 o’clock. ; 

(Whereupon the committee recessed until 10 a. m., Thursday, June 
5, 1954.) 
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THURSDAY, JUNE 3, 1954 


Hovss or RepreseNnTATIVES, 
CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, Di. 

The committee met at 10 a. m., Hon. Charles A. Wolverton (chair 
man) presiding. 

The CHatrMan. When the committee adjourned yesterday, I an 
nounced the first witness would be Mr. Thomas Stack. However, if 
Members are present we always hear them first, because they have so 
many duties that it is necessary for them to perform. 

We have our distinguis hed ‘colle: ague Mr. Jonas of [Illinois present 
this morning. He has a statement he wishes to make in reference to 
the bills that are before the committee. We will be glad to hear you 
at this time, Judge. 


STATEMENT OF HON. EDGAR A. JONAS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Jonas. Mr. Chairman and members of the committee, I ap- 
preciate this opportunity to appear here and to present what I have 
in mind in manuscript form. It is very brief and I would like to read 
it with the chairman’s permission. 

My name is Edgar A. Jonas. Iam a Member in Congress, represent- 
ing the 12th Illinois District. My appearance here today is filed in 
behalf of H R. 5571, a bill relating to railroad retirement, introduced 
by me and referred to your honorable committee. 

This proposed legislative measure would amend the Railroad Re- 
tirement Act of 1937 with respect to several of its provisions in ways 
which I believe to be more important than would appear on a merely 
cursory examination. 

That the proposed amendments are justified by even the most 
ordinary consideration for the welfare of those who have labored 
long and honorably in a difficult and often dangerous occupation of 
vital importance and benefit to the Nation’s well-being, and who have 
earned for themselves and their dependents a decent retirement com 
pensation, I think is obvious when the nature of the proposed amend- 
ments is made clear. 

Subsections (e) and (g) of section 2 of the act of 1937, as amended, 
provide in effect that a husband and wife must each have attained 
the age of 65 before the wife can qualify for a spouse’s annuity. A 

railroad employee, under the law, does not qualify to receive a straight 
life annuity until he has attained the age of 65. But generallv wives 
are from 5 to 7 years younger than their husbands. 
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Because of this discrepancy in ages, while at the same time both 
husband and wife can qualify to receive benefits only upon attain- 
ment of age 65, railroad workers only too often remain in service 
until age 70 and beyond, frequently dying on the job, in the effort to 
enhance the family annuity. It seems to me unjust, and in many in- 
stances undesirable from the standpoint of public safety, for railroad 
employees to be compelled for any reason to work beyond a reasonable 
retirement age. 

As the Railroad Retirement Act now stands, monthly pension pay- 
ments to retired railroad employees are figured on the basis of the 
highest paid consecutive 5 years of service up to the end of the year in 
which the individual employee reaches age 65. The amendment to 
subsection (c) of section 3 of the act, as proposed in H. R. 5571, would 
have the monthly compensation figured on the basis of the highest paid 
5 years, whether consecutive or not. 

With respect to this amendment, it should be said that experience 
has shown it to be inequitable to figure retirement compensation on 
the consecutive-year basis, because of lost time through sickness and 
other causes, which is bound to occur within any consecutive 5-year 
period. 

Present provisions of the Railroad Retirement Act, under sub- 
section (a) of section 5, enable widows of railroad employees to 
qualify for annuities only upon reaching age 65. The amendment 
proposed in H. R. 5571 would enable widows to qualify at age 55. 
Reason for this lies in the fact that present-day mechanization of 
industry, and increasingly high technical requirements in most other 
occupations, makes it exceedingly difficult for women over 55 years 
to obtain employment. 

Other changes in the Railroad Retirement Act of 1937, as amended, 
proposed in H. R. 5571, are technical and minor in nature. There- 
fore, I shall not take up the time of the committee to discuss them here. 

In view of the fact, as it seems to me, that amendments proposed 
in H. R. 5571 constitute changes in the law solely for the purpose of 
mitigating hardships and of bringing justice for a large group of 
quasi-public servants, I venture to hope that your honorable com- 
mittee will grant favorable consideration to this measure. 

Now if I may, I would like to retire and thank you very much for 
your courtesy in allowing me to appear. 

The Cuamrman. We thank you for your appearance this morning 
and the statement you have made in behalf of the legislation in which 
you are interested. 

I assure you that your views will be given very careful consideration 
by the committee. 

Mr. Jonas. Thank you very much. 

The Cuarrman. I have been informed there is Mr. Frank P. Smith, 
representing the Baltimore & Ohio Railroad Engineer Local No. 370, 
of Pittsburgh, Pa., present, who wishes to make a statement. About 
how long will your statement take? 

Mr. Smiru. About 2 minutes. 

The Cuarrman. You mean you came all the way from Pittsburgh 
to deliver a 2-minute spech ? 

Mr. Surru. Yes, sir; I certainly did. 
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The Carman. I certainly think you ought to be recognized under 
those circumstances. We will hear you at this time before we hear 
the first witness, Mr. Stack. I will say we will not hold you strictly 
to 2 minutes. 

You may proceed. 


STATEMENT OF FRANK P. SMITH, ON BEHALF OF THE BALTIMORE 
& OHIO RAILROAD ENGINEER LOCAL NO. 370, PITTSBURGH, PA. 


Mr. Smitn. My name is Frank P. Smith; I am appearing on 
behalf of the Baltimore & Ohio Railroad Engineer Local No. 370. 
My address is 4928 Rosetta Street, Pittsburgh 24, Pa. 

Mr. Chairman and gentlemen of the committee, on August 18, 
1953, the 23 local organizations of Pittsburgh asked me to take up a 
petition as a one-man committee in regard to our pension. I have 
taken up the names of all of the 23 organizations including the 29 
officers of the Baltimore & Ohio Railroad Pittsburgh division, and I 
have 783 names on this petition. 

The petition reads as follows: 

Drak Sirs AND BrotrHers: We the undersigned, of the Pittsburgh division 
of the Baltimore & Ohio Railroad, this day take up this petition to have our 
organizations take up petitions in all locals in the United States and Canada to 
pass a 30-year-service pension law on all railroads. To ask the President of 
the United States and Congress to enact this pension law as soon as possible. 

I am here representing 783 men and we would like to have justice 
done to our pension. 

The CuarrmMan. Mr. Smith, we appreciate your coming here and 
expressing on behalf of those whom you represent their views with 
respect to this legislation. I assure you the committee will give it 
very careful consideration. 

It is the desire of the committee at all times to do that which will 
prove most beneficial to the railroad workers. We feel they are en 
titled to that consideration. It is necessary, however, in giving that 
careful consideration to their best interests, that we take into con- 
sideration the retirement fund. We must not do anything that in 
any way would destroy the financial soundness of the fund. So in 
our consideration of the legislation that is before us in the form of 
some 30 bills, while we would like to grant every one of the requests 
that are in every bill if it were possible to do so, I think any person 
who gives the matter careful consideration would realize that that 
would be impossible if you wish to keep the fund intact—not only for 
the present but for those who will retire in the future. We must make 
sure, under those circumstances, that the benefits they expect to get 
will be available. 

I mention this so that you may have a full understanding of the 
matter. It is the desire of this committee at all times to grant all 
of the requests that come before it; but, having in mind the impor 
tance to every railroad man of having a stable fund, it is necessary 
to give that a very definite place in our consideration. 

Are there any questions ¢ 

Mr. Hesevton. You referred simply to the question of a 30-year 
minimum ¢ 

Mr. Smiru. Thirty-year retirement. 
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Mr. Hesevron. Have you examined any of the bills before the 
committee ? 

Mr. Smiru. Just H. R. 5269, that was sent to me somewhere around 
March. 

Mr. Hesevron. That is the bill introduced by Congressman Cun- 
ningham. 

Mr. Suirn. That is right. 

Mr. Hesevron. And that bill provides for full annuity after 35 
years of service without regard to age: 

In the case of any individual who has completed 30 years of service and who 
would receive a lower annuity under the preceding sentence, the annuity shall 
be a sum equal to 50 percent of the average compensation paid to him monthly 
for the 5 calendar years (consecutive or nonconsecutive) included in his “years 
of service” for each of which he received aggregate compensation exceeding 
that received by him for any other such calendar year. 

Now the Board has submitted to the committee estimates of the cost 
of these several bills that are pending. In the case of H. R. 5269 it 
represents $235 million, or 4.7 percent of the payroll. That would 
constitute a very substantial burden on the fund itself, as the Chair- 
man has pointed out. Has the group that you represent given con- 
sideration to that factor ? 

Mr. Smiru. Yes, we have given that consideration. 

Mr. Hesevron. And what was your conclusion, so far as the safety 
of the fund is concerned ? 

Mr. Smiru. In the first letter I sent to Mr. L. V. Barnes, I asked 
him—and I have a copy here of the original letter I sent to hin—l 
asked him supposing the funds were not sufficient to give us a 30-year 
pension, to raise the rates we are paying into the pension from 6.34 
to 8 percent, and never more than 10 percent if the law should be 
passed. The men feel they would be willing to pay as high as 10 
percent into the fund. 

Mr. Hesevron. Speaking for the group you represent with respect 
to the cost, it will be their definite recommendation that the tax be 
increased sufficiently to provide for the additional cost ? 

Mr. Smirn. That is right, to take care of the additional cost; yes, 
sir. 

The Cuarrman. If there are no further questions, we thank you for 
your appearance. 

Mr. Surru. Thank you. 

The Cnatmman. The first witness of those who appeared yester- 
day and were not heard will be Mr. Thomas Stack. 

Before you testify, I would like to call the attention of the commit- 
tee to the fact that I have received from our colleague, the distin- 
guished gentleman from Iowa, Mr. Cunningham, a statement in sup- 
port of the bills which he has introduced. Yesterday I read a list of 
the bills introduced by Members dealing with particular amendments 
to the Railroad Retirement Act. It is observable that Mr. Cunning- 
ham has introduced several bills on the subject, all of which indicates 
the very great interest Mr. Cunningham has always had in perfecting 
and improving, if possible, the Railroad Retirement Act. It is my 
understanding he has a district in which there are a great number of 
railroad employees and naturally he is very much interested in their 
welfare. 
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He regrets exceedingly he is unable to be present this morning on 
account of a very important meeting of the Armed Services Commit- 
tee, of which he is a member; but he has submitted a statement in be- 
half of the bills he has introduced and, if there is no objection, his 
statement will be made a part of the record. 

(The statement above referred to is as follows :) 


House OF REPRESENTATIVES, 
Washinaton, D. C., June 2, 1954 
Hon, CHARLES A. WOLVERTON, 
Chairman Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

DEAR Mr. CHAIRMAN: For some years past I have been interested in the en 
actment of legislation to liberalize the Railroad Retirement Act and make it 
conform more closely to the wishes of the railrcad workers. I have felt that in 
view of the ever-changing economic picture in the country that all retirement and 
pension benefits should be brought into line with the needs of the beneficiaries. 

Several years ago a group of railroad workers formed a delegation and called 
on me at my office in Des Moines, Iowa. The purpose of the delegation was te 
discuss the existing Railroad Retirement Act and to inform me of their wishes as 
to why it should be changed and modernized. It was at the suggestion of this 
group that I introduced H. R. 239, H. R. 240, H. R. 245, and H. R. 5097 in the 
s3d Congress. These bills formed a more or less piecemeal approach to the over- 
all wishes of the group. On May 19, 1953, I introduced H. R. 5269, which in a 
large measure embodied the changes sought in the other bills which I had previ 
ously introduced. 

In recent years the modernization of the railroads by the use of diesel power, 
the improvement of roadbeds and the heavier rails used and the larger tonnage 
hauled per man-hour has reduced employment Many railroad shops have been 
abandoned as there is no longer need for the great number of employees which 
were needed 30 or 35 years ago. Today in Iowa there are many railroad men 
out of work after nearly a lifetime of service. Many of these men are in their 
late fifties and sixties—too old to find other employment and yet lacking several 
years of being old enough to obtain a railroad-retirement annuity. 

I believe the committee should look into this ever-changing picture of railroad 
employment and to the needs of the annuitants and the solvency of the railroad 
retirement fund. I feel that when the committee does get a complete picture of 
what is happening in this great major industry that it will bring forth a liber 
alized Railroad Retirement Act in keeping with the present-day economic condi- 
tions. I strongly urge that the committee take action on this problem as soon as 
it can possibly do so. 

Yours truly, 
PAUL CUNNINGHAM, 


The CHairman. I will recognize at this time, our colleague Albert 


W. Cretella, in behalf of H. R. 1378. 


STATEMENT OF HON. ALBERT W. CRETELLA, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CONNECTICUT 


Mr. Crerecta. Mr. Chairman and members of this Committee on 
Interstate and Foreign Commerce, I appreciate the opportunity to 
make this statement to you in support of my bill H. R. 1378, a bill 
to amend the Railroad Retirement Act of 1937, to provide full annuity 
for individuals who have completed 30 years of service and to provide 
annuities thereunder equal to 50 percent of the average monthly 
salaries of wages based on the 5 years of highest earnings. 

I have given a great deal of study and consideration to this proposed 
legislation and I believe it to be of incalculable benefit to those of the 
railroad service entitled to benefits under the act, as to entitle it to 
worthy consideration by this committee. 
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Subparagraph 2 of the act provides for eligibility for annuities to 
individuals who shall be (a) 60 years of age or over, (b) shall have 
completed 30 years of service, or have become totally and perma- 
nently disabled for regular employment. 

My bill proposes to eliminate the : age limitation and make the law 
operative after having completed 30 years of service regardless of age. 
My reason for this position is that I believe that any man or woman 
who has rendered 30 years of service continuously to one employer 
must have been found to be loyal and worthy of his employment, and 
if he is entitled to annuities under the act, those annuities should 
accrue to him for the performance of his endeavor rather than to be 
limited by age. 

I believe such a position makes for better relationship between the 
employer and employee, creates a better morale among the employees 
and gives them something to look forward to for longevity in service 
rather than age limitation. In this connection, the Civil Service and 
Post Office Committee, of which I have the honor of being a member, 
has only recently reported favorably a bill to increase the longevity 
steps for postal employees and there again the fact was stressed that 
under the cireumstanices loyalty and devotion to an employer is prop- 
erly recognized and serves to discourage termination of services pre- 
maturely, thus creating an extensive turnover. I believe sincerely 
that the tenure of employment should prevail rather than the age. 

I have in my files an abundance of correspondence from employees 
who have devoted more than 30 years of their lives, to one employer 
and are oe reaching the point where physical disqualification does 
not apply, but nev ertheless a slowing down of the processes and re- 
flexes is obviously apparent. 

U = r the terms of the act of 1937, as amended, the annuity is com- 
puted by multiplying an individual’s years of service by various 
percentages of his monthly compensation. My bill increases this-an- 
nuity and the reason behind my suggestion is that with the change in 
economic conditions as they exist today and the reliance of many 
employees on their annuity benefits as their only present means of 
income, it is obvious that the annuity benefits should be increased. 

In order to further justify my position on this request, again re- 
ferring to the actions of the Committee on Civil Service and Post 
Office, where increases have been made in longevity steps, I might 
further comment at this point, by stating that the Veterans’ Affairs 
Committee of which I also have the honor of being a member, has 
recently reported favorably a bill to increase by about 10 percent all 
pension benefits to veterans of all wars, commencing with those of 
the Civil War right on down to those of the latest Korean war. 

The underlying reason for this increase is again manifested by the 
present cost of living which has substantially mounted and which is 
substantially higher than it was when the present annuity schedule in 
the Railroad Retirement Act was established, as well as the pensions 
established under the various veterans laws. 

My bill further provides that the monthly compensation shall be 
the highest average compensation paid to an employee monthly, with 
respect to any period of 60 consecutive calendar months included 
within his years of service. I believe this to be a sound basis for a 
fair determination of monthly compensation paid under the act be- 
cause of the many intervening causes for absence, illness, or other 
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causes which under the present law mitigate against the highest 
annuity. 

I have letters in my files from individuals who have furnished me 
with information indicating the necessity of continuous absences from 
employment through no fault of theirs, and as a result thereof annuity 
benefits are necessarily curtailed. 

It would appear to me to be extremely fair, as in other agencies, 
to permit the acceptance of the best 5 years of service as the basis for 
the establishment of an annuity. 

I do know that opposition to my bill has been made by various 
brotherhoods on the basis that the fund would be depleted and would 
be in jeopardy over a span of years. However, I may say that the 
same arguments were adavnced when the Social Security Act was 
expanded, and the same arguments were made only yesterday on the 
floor of the House with the continued expansion of the social-security 
program and the increase in the benefits therefrom. These very argu- 
ments that have been constantly made that the social-security fund 
would be seriously impaired, apparently failed to materialize. I 
am sure from the figures which have been submitted to me concerning 
the railroad retirement fund that this fear is not only exaggerated but 
nonexistent. 

I, therefore, respectfully submit your favorable consideration of the 
bill which I sponsored, H. R. 1378. 

The Cuarmman. Thank you, Mr. Cretella. Also I have a statement 
that has been submitted to me by Mr. C. J. Hitchcock, president, 
Railroad Employees Clubs of America, Inc., of Kansas City, Mo. 
This statement, if there is no objection, will be made a part of the 
record. 

(The statement above referred to is as follows:) 


STATEMENT oF C. J. HitcHcock, PRESIDENT, RAILROAD EMPLOYEES CLUBS OF 
AMERICA, INC, 


My name is C. J. Hitchcock, Sr., I am a conductor for the Milwaukee Railroad 
with over 27 years seniority. I reside at 214 North Elmwood Avenue, Kansas 
City, Mo. I am president of the Railroad Employees Clubs of America, Inc., 
a charted organization under the laws of the State of Missouri, as a nonprofit, 
social, and educational group comprised of railroad, pullman, and express em- 
ployees. Our organization represents men and women from all crafts. Our 
major interest is adequate, assured security and its protection. Any employee 
who signs our petitions, by so doing shows he or she concurs with our five 
point program to wit, a pension after 30 years of service, optional retirement at 
60, a pension equal to not less than one-half one’s salary to a ceiling of $5,000 to 
be based on the 5 highest years of one’s earnings, widow to draw a pension of 
one-half her husband’s earned annuity at the age of 50, minimum pension of 
$150 per month, and therefore a member of our organization which has no 
compulsory dues. Being a nonprofit, social, and educational organization with 
no salaried officers, our only expenses, printing, postage contacts in more than 800 
railroad terminals. These expenses are paid by volunteer dues and contribu- 
tions. Members and supporters of our organization have sent petitions and 
letters to all Members of Congress from all parts of these United States. From 
my own home terminal we sent more than 9,000 signers. To any doubter, we 
suggest they get in touch with railroad, pullman, and express employees in his 
district or State, mail them a form questionnaire and receive from them their 
personal opinion on all important matters. I make this statement because of 
the fact back in 1932, the Railroad Employees Pension Association, a rank-and- 
file movement, received a tremendous lot of opposition from most of the railroad 
brotherhood leaders, but regardless of all opposition the railroad employees put 
the present Railroad Retirement Act through Congress without one dissenting 
vote. 
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One of our members referred a letter to us from a Congressman, who stated 
in one of his paragraphs and I quote, “I want to do all I can to give greater 
benefits to railroad employees wishing to retire and those already retired but I 
am interested in a sound pension and the reports of actuaries.” To this Con- 
gressman or anyone else, I say this Congressman in my opinion has not giver 
eur demands even a casual study or consideration from reports of actuaries 
for and against and they were both in the 1951 hearings. He gives no considera- 
tion to the fact that the Civil Service Retirement Act has been in operation 
for about 54 years and gives all the benefits we ask for and they, the employees, 
only pay 6 percent and they have a reserve fund of more than $5 billion in 
reserve. This should be sufficient evidence to anyone who will make a study of 
the Civil Service Retirement Act for anyone to understand our position in also 
believing that it is also sound to grant the benefits set forth in our petitions at 
the same cost. 

We contend if it is feasible for Government employees to enjoy all the benefits 
set forth in our five-point program and pay only 6 percent without any actual 
cash subsidy from the Government, why isn't it just as feasible for all railroad 
employees to receive the same benefits at the same cost of only 6 percent. To 
those who say more benefits than those we refer are paid out by the Railroad 
Retirement Board, I say we also pay 64% percent plus another 614 percent paid 
by the railroads making a total of 12% percent. If we could have these benefits 
at the same cost it would save the railroads quite a sum and give the railroad 
employees more take-home pay instead of paying the total tax we are now 
required. 

Mr. Chairman and members of this committee we respectfully request you give 
no consideration to so-called joker amendments offered to confuse and burden 
the deliberations of this committee. By joker amendments I refer to any 
amendments pertaining to any benefit not beneficial to retirement. 

Mr. Chairman, as you were a member of this same committee during the 82d 
Congress and as all members of this committee have no doubt read the hearings 
of committee on railroad retirement amendments in 1951 I will not take up the 
valuable time of your committee with a lot of statistics pro and con, which 
without a doubt every member of this committee is well acquainted with. I do 
wish to ask you and members of this committee to give favorable consideration 
to our demands made in our petitions, for needed increased pension benefits, 
which are long overdue. 

I wish to state every member of our organization is bitterly opposed to any idea 
of a merger with social security. As we have paid and still do pay more than 
3 times more plus the pay of the railroads, if we could receive 4 times more in 
henefits at age 60, this would be a fair basis for a mutual agreement with 
employees. As the railroad employees were the ones to establish the present 
Railroad Retirement Act it is their right to express their individual vote on any 
changes desired. 

I wish to state I have carefully followed the progress, the reserve increases, 
and have carefully studied all testimony presented during the Senate and House 
hearings on proposed changes and cannot see any reason for delay in giving 
railroad employees these feeded benefits and that these additional benefits may be 
cranted without increasing our tax payments. 

I am mindful of the fact that you Mr. Chairman and members of this com- 
mittee are surrounded by experts who will give testimony pro and con on every 
phase of the Railroad Retirement Act. I am appealing to you Mr. Chairman and 
all members of this committee in the interest of thousands of railroad employees 
that my concern is that relief be provided by amendments to the present Rail- 
road Retirement Act as set forth in our letters and petitions to Congressmen 
from all parts of these United States. 

Testimony given out in the hearings of 1951 by persons interested in the 
welfare of those already pensioned and those desiring to retire brought out 
conditions repugnant to our highly advertised American way of life. These 
people are victims of a frozen pension law over which they have no control. 
Congress as custodian of the Railroad Retirement Act is obligated to provide 
these requested amendments to the Railroad Retirement Act. 

Now Mr. Chairman, in conclusion, I appreciate the opportunity you have 
afforded me as a representative of many thousands of active and retired railroad 
employees throughout the United States to present this statement to vou and 
the committee members in their behalf. They share my confidence that this 
committee will take prompt action in granting our request for needed amendments 
as set forth in our petitions. 
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The Cuatrman. Before we hear Mr. Stack, I think the members 
of the committee will be interested to know that the Senate passed, 
without any dissenting vote, the bill H. R. 356 which was reported 
from this committee nearly a year ago and which repeals the objec 

tionable features of a bill we previously introduced and passed that 
dealt with the question of dual benefits. We hope the President will 
give his approval to the legislation. 

Now, Mr. Stack, you may proceed. 
































STATEMENT OF THOMAS STACK, PRESIDENT, NATIONAL RAILROAD 
PENSION FORUM, INC. 


: Mr. Srack. Mr. Chairman and members of the Committee on Inter 
state and Foreign Commerce of the House of Representatives, my 
: name is Thomas Stack. I live at 1104 West 104th Place, Chicago, Il. 


[ am president of the National Railroad Pension Forum, Inc., an 
organization chartered under the laws of the State of Illinois as a 
nonprofit educational group. Forum membership comprises union and 
nonunion employees of railroad, express, and sleeping-car mane 
subject to the provisions of the Railroad Retirement Act. The Na- 
tional Railroad Pension Forum is the largest pension association in 
the country with members on 321 railroads, the Railway Express 
Agency, the Pullman Co., and affiliated bureaus. I speak for the tax- 
payers who support the railroad-retirement system and for those who 
are beneficiaries of that system. Every member of the National Rail- 
road Pension Forum is a voluntary subscriber and has joined our 
organization for the sole purpose of having his very own wishes made 
known to the Members of Congress. Although forum headquarters 
are in Chicago, we have some 1,400 active workers in the various gen- 
eral office buildings, major shops, division points, rail terminals, and 
yards throughout. the Nation, who keep us informed as to the needs 
of the employees. 

I feel that our organization comes into closer personal contact with 
the rank and file rail worker concerning his railroad-retirement prob- 
lems than any other organization that pleads for the railroader before 
this committee. I believe that 90 percent of our membership com- 
prises men and women who are members, also, of the standard railroad 
brotherhoods. All forum officers are veteran railroads with back- 

. grounds of long railroad employment. I had behind me 38 years of 
railroad service before I was drafted to fill the position I now hold i in 
1947. At that time changes were made in the railroad-retirement law, 
by an act of Congress, that were deemed detrimental to the interest 
of railroad workers. These changes deprived the employees of their 
residual lump-sum benefits, that was a part of the original act, and 
increased the tax rate almost double what it had been in the original 
act. Responding to the violent storm of protest that arose from duped 
railroaders all over the land, who believed that they were being 
cheated by their own American Government, the N ‘ational Railroad 
Pension Forum, Inc., was born so that the indignation of the exploited 
railroad workers could be made known to Congress. This Interstate 
Committee, under the chairmanship of the present chairman, Repre- 
sentative Charles A. Wolverton, did originate legislation that re- 
stored the payment of a residual lump-sum benefit. 
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Witnesses appearing before this committee in behalf of legislation 
favored by the RL EA have testified that they speak for a great ma- 
jority of rail workers. Thousands of men and women employed on 
the railroads have written to me, pleading with me to call to the at- 
tention of your committee the urgent need of liberalizing the Railroad 
Retirement Act in different ways than those proposed by the RLEA. 
From these numerous complaints, I feel sure that no individual mem- 
ber of the brotherhoods is ever permitted to have a voice in the kind 
of legislation that is proposed by the so-called pension committee to 
meet his desires or to comply with his wishes. 

That the average railroad worker is articulate with regard to the 
sort of pension plan he wants, the large number of letters that he has 
written to Representatives in Congress, brotherhood chiefs, and to 
the National Railroad Pension Forum will attest. These letters are 
always a protest against the introduction of the “side-issue” sort of 
benefits proposed by the RLEA and a plea, often in vigorous language, 
for the enactment into law of the kind of real benefit for the worker 
who actually pays the freight that the grassroot railroaders actually 
want. 

What is urgently needed is a retirement law framed to meet the 
very real hazards of the railroad industry and to provide adequate 
security for the rail workers when their working days are over. Sev- 
eral important changes are needed, which I hope. to cover, fully, in this 
brief, and if necessary to support same with concrete cases showing 
the immediate need of those changes so important in the lives of 
our workers. I know that this Congress is sympathetic to our cause 
and will weigh our needs carefully and treat us justly. 

In this bill H. R. 5269 we are asking for optional retirement at age 
60 for those who have completed 30 years of service, or after 35 years 
of service subsequent to the age of 21 years. With this restriction the 
age of those who seek retirement after 35 years of service will have 
to be more than 56 years of age to be able to retire under this pro- 
vision. There is an urgent need for the enactment of this feature 
because of the hardships brought to thousands of faithful railroad 
workers by the widespread use of diese] power on the railroads and 
by the introduction of other forms of streamlining which reduces 
human employment that is replaced by machinery. Many of these 
are today walking the streets—out of work after a lifetime of service 
to an industry that needs them no longer, too old to find other em- 
ployment and yet not old enough to obtain a pension. Many of these 
good citizens are face to face with disaster. A large portion of those 
in this category we formerly employed in roundhouses and in shops 
where the changeover from steam to diesel power abolished entire 
departments. This sad condition is nationwide. Many of those 
former railroad employees today are destitute, having used up their 
unemployment insurance, cashed their defense bonds, mortgaged their 
homes and exhausted their life savings. Many, indeed, have actually 
lost their homes entirely, homes that it had taken them a lifetime to 
pay for. 

Furthermore, there are employees in switching yards and in road 
train service—many of them in their late fifties—who, under the ab- 
normal conditions of their work, are old men, just hanging on but 
so crippled by rheumatism, deformed hands and limbs caused by 
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exposure to extreme weather and hazardous work for many years, 
who should be permitted to retire after 35 years of such service as an 
act of mercy. The retirement law in its present form holds very little 
for this class of railroader who, very likely, will never live to attain 
the benefits. 

The second most important improvement we recommend for our 
Retirement Act is an increase in annuities so that retired railroad 
employees may receive an income adequately more in relation to the 
economy of the country as it is today: The meager pensions that 
retired railroaders receive today can buy less than half of what such 
sum could when the retirement law was created in the 1930’s. Many 
of those on pension today are forced to accept subsidies from chari- 
table organizations to help maintain them at a time when their pension 
dollar buys so little. 

One of the contributing factors for this sad condition can be found 
in the present method of calculating rail annuities when the years 
1924 to 1931 are used to determine average monthly credits for those 
who had prior service. Today this involves all those who will seek 
their retirement before 1967. We ask for a change so that this method 
will be revised to reflect a minimum pension based on the 5 highest 
years of service, not necessarily consecutive. It is to be understood, 
of course, this is in no case to be less than what these annuitants 
would receive under the present basis. This provision is included to 
protect those who did receive relatively good earnings during the 
1924 to 1931 period. Actually, we believe that the earnings made 
by railroad workers during the 1924 to 1931 period has no economic 
relation to present day cost - of livi ing. Ifthe 5 highest years’ earnings 
were substituted it would materi: lly help a great many beneficiaries 
of the Railroad Retirement Act. But even this would not provide 
enough to allow those poor people to live in the present inflated econ- 
omy, so we propose, also, that all annuities be increased to equal 15 
percent of the present pension. 

In the passage of Public Law 234 of the 82d Congress, we were 
given to understand that benefits under railroad retirement would 
be brought up to the standards of the Social Security Act, inasmuch 
as railroad employees paid then four times more in taxes to support 
their system than did those working for industry covered by the Social 
Security Act. In this respect, I would refer you to pages 234-235 of 
joint committee report on railroad retirement legislation which was 
created by Senate Concurrent Resolutions 51 and 56, report 6, part 1, 
made a part of the record of the 83d Congress, 1st session. This 
committee on which your good chairman served conducted the most 
elaborate study ever made on railroad retirement legislation, and this 








SS RAILROAD RETIREMENT LEGISLATION 





report shows we are very much below the social security standards in 
many categories. I quote below some statistics from this report: 





Railroad Social 
retirement security 
Maximum 
Retirement $165. 60 $85. 00 
Spouse benefits 40. 00 42. 50 
Aged widows 63. 80 63. 80 
Children and mothers 63. 80 63. 80 
Parents 60. 00 63. 80 
Minimum 
Retirement 2. 50 25. 00 
Aged widows 5.00 18, 80 
Spouse benefit 2. 50 12. 50 
Widow mother 5.00 18. 80 
Children 5. 00 18. 80 
Parents 5.00 18, 80 


Our Mr. Walt Sands, public relation director, is here today and 
will elaborate more fully on this social security feature, as well as 
integration and correlation with the social security insofar as sur- 
vivor benefits are concerned. If the social security is the yardstick to 
determine just benefits, then our benefits should be raised accordingly. 

I will submit for the record at this point the cost estimate on ‘the 
various provisions of H. R. 5269, which has been furnished by the 
chairman of the Railroad Retirement Board, May 6, 1954, with a copy 
to your chairman. 


Cost 
Retirement at age 60 with 30 years of service___.______ __..... $80, 000, 000 
Retirement with 35 years service regardless of age 20, 000, OOO 
Eliminate test period 1924-31 and substitute 5 highest years 7, 500, 000 
15 percent increase in rail pension across the board 95, 000, 000 
Pensions based on 50 percent of the 5 highest years 25, 000, 000 
Dual benefit restriction provision (which passed the Senate yester- 
ED i coils an iach aes és 7, 500, 000 
Total aoc tt saci ln iia chia Idthlhaic anae 235, 000, 000 


Most of this technic + information is based on various assumptions 
of the actuarial prophets of the Railroad Retirement Board. Take 
for example retirement at 60 years, they maintain that some 548 out of 
every 1,000 employees would avail themselves of this earlier retire- 
ment. We cannot agree with this method of procedure as no em- 
ployee would give up a job paying possibly $400 per month to lay idle 
and secure a rail pension about one-fourth of his earning power. In 
order to create a cushion to protect the solvency of the fund we suggest 
the following sliding scale to meet this provision : 

After January 1, 1955, allow men with 30 years’ service at age 64 to 
retire. 

After January 1, 1956, allow men with 30 years’ service at age 63 to 
retire. 

After January 1, 1957, allow men with 30 years’ service at age 62 to 
retire. 

After January 1, 1958, allow men with 30 years’ service at age 61 
to retire. 

After January 1, 1959, allow men with 30 years’ service at age 60 to 
retire. 
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We feel this method would give up actual statistics and would not 
cause any disruption of the fund and will provide realization of the 
hopes of many who are interested in an earlier retirement. 

The Retirement Board states that retirement after 35 years of serv- 
ice would cost $20 million. It was never our intention that railroad 
employees would retire in early life and we suggest that this 35 years 
service be based from the : age 21 which would make the earliest retire- 
ment under this provision 56 years of age, which again would not cost 
the sum of $20 million. 

The tax rate today on employees to support their retirement system 
is exceedingly high, bei ‘ing the second highest tax rate of any system 
in the country. To increase the tax base would not solve the financial 
problem inasmuch as it would increase the liabilit y and cause a greater 
drain on the fund in later years. If the dollar becomes further de 
flated in the years to come, we have no alternative than to change our 
entire financial structure to meet the added cost of living. I would 
ask this committee to study our plan to meet this added cost, and 
team our rail pensions and annuities with the high economy as of 
today or with the financial trend in order that they can face the future 
with hope regardless of the unstable dollar, so they will be secure 
and not be deprived of the necessities of life once their working days 
are over. The experience we have gained in the past 10 years should 
fill us all with dread to ever be forced to retire from active labor. 
Gentlemen apply this future as it exists today to yourselves, when 
the flames of ambition has left you with only a pilot light that may go 
out at any time. 

To meet the added costs of H. R. 5269 we would ask you to take 
under consideration a better investment of the railroad retirement 
reserve, we secure 3 percent interest yield now on a $314 billion reserve. 
If we only received 1 percent additional, it would y ield some additional 
$35 million. We have FHA bonds guaranteed by the Government 
that pay 4 percent and better. We have T reasury certificates that also 
pay higher rates of interest. The Government would best know where 
to profit: ibly invest this fund for greater yield. 

I would ask this committee to take under consideration the possi- 
bility of applying a small tax on gross eng revenue of the rail- 
roads, this to be administered as an excise tax for rail pension pur- 
poses. I have included in the appendix to this brief a report showing 
the gross revenue of the class 1, 2, and 3 railroads, also the switching 
and terminal lines, the electric railways, Railroad Express and the 
Pullman Co. for the years 1948 to 1952, while the summary of the 
figures are not available for 1953, it would indicate that same is 
somewhere in the amount of $12 billion. A 2 percent excise tax on 
gross revenue would enrich the fund about $240 million per year, and 
this would be the smallest tax ever used in connection with transporta- 
tion revenue. It would tie rail pensions with the economy of the 
country so that if the costs of living went up, or the dollar was further 
deflated, the rail pension fund would receive added financial support 
through this source. Railroads in their inventory allow for deprecia- 
tion of machinery: they should allow for the human element that 
operates this machinery to maintain the financial standing of the 
lines. 

Before 1934, when the first Railroad Retirement Act was created, 
17 of the large major lines had corporate pension systems of their own 
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which afforded security to their superannuated employees. Many of 
those systems paid higher benefits, were noncontributary, than our 
present system. Realizing their responsibility those roads willingly 
responded to our 1934 act, as they realized it created a more favorable 
relation between them and their employees. According to a legisla- 
tive memorandum issued by the Association of American Railroads, 
there is 3 cents of every rail patrons’ dollar toward the carriers’ 
share in support of railroad retirement. Negotiations on rules with 
labor organizations recently held in Chicago, those benefits will cost 
the carriers about $159 million, they will have to get permission from 
the Interstate Commerce Commission to increase rates to take care 
of this commitment. It is true the Government authorized a reduc- 
tion in war excise taxes just recently and a 2 percent increase in the 
present levy would not effect materially the cost to transportation. 
This tax would not be borne by the employees or the railroads and 
would be paid in its entirety by the shipping public. 

I wish to point out to this committee that such a method of financing 
our retirement system does not violate any existing agreement between 
railroads and their employees. Under date of February 18, 1937, 
agreement was made that the railroads and the employees would not 
depart from the principal of equal tax burden. This agreement is 
carried on page 72 of report 6 of the Joint Committee on Railroad 
Retirement study of the 83d Congress, 1st session. Neither the rail- 
roads nor the employees ever made an agreement that each would 
shoulder 50 percent of the cost, only the supporting tax which this 
method would not disturb. If the tax rate or base were increased it 
would materially reflect on the operating revenue of the carriers and 
on the take-home pay of the employees. 

This approach to assist in financing our retirement system seems 
most realistic. It is used today by many concerns who add the pension 
costs to their products to permit pensions for their employees. I 
will mention a few for the benefit of the record who have much better 
pension systems that our railroad retirement and pay nothing to the 
cost. The coal miners pay no part of the contributing tax to main- 
tain their pension, it is financed by adding 35 cents per ton of coal 
mined due to their labors which of course is added to every ton of coal 
consumed. The automotive industry have a fine pension system, 
financed by adding the costs to the automobile they manufacture. 
Steel systems add their costs of pensions to the cost of steel. E. I. 
du Pont de Nemours & Co. have one of the finest pension systems in 
the country which involves some 90,000 employees. Their pensions 
have been increased the first of the year as high as $50 per month. 
Their pensions are noncontributary by the employees and are based 
on the 10 years earnings prior to retirement. If an employee earned 
$300 per month for 10 years and reached the age of retirement, he 
would receive a pension of $95 per month which, added to his social 
security benefits for which he paid the social security tax, would give 
him an additional $85 per month or a total pension of $180 per 
month. The maximum on railroad retirement is $165.60 and you 
would have to earn at least $300 per month for 30 years to attain this 
figure. In view of the antique methods used in the formula to com- 
pute railroad retirement less than 1 percent receive this maximum 
amount. The average pension for March 1954 on the railroad was 
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$106.77 and those working for the industry had to pay 614 percent . 
their earnings up to $300 per month to secure such be nefits, wheret 
the du Pont employees receive much greater pensions, the cost of 
which is added to the products they sell. The only article the rail- 
road man has to sell is transportation and I feel they are justified 
in asking this excise tax on gross revenue to supplement their financial 
structure. 

Many of the large lines today realize the inadequate pension their 
employees receive and have placed in their agreements supplemental 
corporate pensions in order to take care of the added costs of living. 
Among those lines are the Pennsylvania Railroad, the Chicago, Bur- 
lington & Quincy Railroad, Illinois Central Railroad, Baltimore & 
Ohio Railroad, Chicago, Milwaukee, St. Paul & Pacific Railroad, and 
some 20 other lines, this is costing those carriers vast sums of money 
which could be saved if an adequate pension system was in effect 
whereby their employees could live in security during their retirement. 

Your colleague and committee member, John B. Bennett, introduced 
H. R. 7843 under date of February 12, 1954. This bill tries to define 
what is meant by last employer under the act. The actuaries of the 
Railroad Retirement Board advise that this bill would cost $814 mil- 
lion if passed. We were always given to ont ind that on an xe 
tuarial basis the retirement age was predicated at age 65 years, and 
I would ask you gentlemen if it should make any “differe nee where a 
man worked after he reached the age of 65 years. His pension should 
be available as long as he ceased to work for a railroad employer. 

This bill is suppos sed to vo into effect 1 month after its passayze, 
henee, it will only affect those who retire in the future. I do not think 
it was the intention of the sponsor that «a man who worked for a rail- 
road over 10 years then worked for industry 20 years could get a rail 
pension and still continue to work, but the Board has been abusing this 
provision of the law. For example, let us say that if a man is treasurer 
of a Masonic lodge and earns a small fee for his services. the Board 
makes him resign from that job before he can receive a rail pension. 
Recently we had a case of a man who worked for one of our oo 
lines for 40 years. He contemplates retirement this year on July 
On Sundays he is a minister preaching at a Baptist Church. The 
Board told him that he would have to quit the pulpit in order to receive 
his pension under the “Last person” clause of the Railroad Retire- 
ment Act. In this day and age with communism m: iking great inroads, 
it issad that a man must give up his service to God in order to qualify 
for a railroad pension. The present Chairman of the Retirement 
Board has modified this feature so that unless his salary as a Baptist 
minister is covered by the Social Security Act, it will not reflect on his 
rail pension. 

We have some eight cases of this type now pending. We had a lady 
who-worked for one of our western lines some 34 years, retired at age 
60 years. While working for the railroad, she worked Saturdays and 
some Sundays as a public stenographer for a hotel. Her pension was 
inadequate in the inflated economy that followed and being up in 
years she secured employment full time at the hotel. Along came the 
social-security integration and the Retirement Board stopped her rail 
pension and asked her to return to them some $5,000 they paid her 
allegedly in error. This case is now with the Justice Department who 
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will not act to recover the money. but she is denied a rail pension for 
the rest of her life and despite her age must continue to work to 
maintain herself. 

Let us look at the abuses on the other side of this picture. One of 
our large eastern roads retired employees holding executive positions 
who receive the maximum railroad retirement pensions, $1,987 per 
year or $165.60 per month. They get a company pension up to $30,000 
per annum designed to assist in retaining individuals for executive and 
other key positions and to make their services in an advisory capacity 
available to the company after their retirement. Regardless of the 
answer, technically they are still railroad employees, so why draw the 
line and penalize those who are not afforded such lucrative security ~ 
after they retire. I would ask this committee to dwell on this situa- 
tion, and enact legislation predicated to eliminate this discrimination 
and injustice from our Railroad Retirement Act. 

At all hearings before the congressional committees, we hear the 
exponents of the theory “The solvency of the fund.” Some of these 
gentlemen are sincere while others are using this feature as a means 
to defeat needed legislation. Our suggested method of financial sup- 
port will unfrock those artists and clarify the financial picture, and 
create additional funds for greater benefits. If the cost of living 
doubles in the next few years and our present method is used, then 
what are we going todo? The present fund being stable, our people 
would still be in dire need with no prospect of increasing benefits. We 
have spent billions of our money: our treasures have been lavished in 
Europe and dark Asia to stem the tide of communism in foreign coun- 
tries and yet we spread a breeding ground for it in this country where 
we force our retired rail worker to live in a substandard economy. 
The good book St. John, 13th chapter, verse 34, quotes the good Lord 
in giving his disciples the 11th commandment and I quote: “A new 
commandment I give unto you. That ye love one another as I have 
loved you.” Our destiny today rests in your hands. 

That completes my testimony, Mr. Chairman. 

The Cuamman. Do you wish to request that the appendix attached 
to the statement you have just made to the committee be made a part 
of the record? 

Mr. Stack. Yes, sir. 

The CuatrMan. That may be done. 

(The matter above referred to is as follows:) s 
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The highest year earnings was 1951, on which a 2 percent gross revenue tax 
would yield $226 million. 

The average for the 4 years, 1948-51, was $10,409,831 and 2 percent on this gross 
revenue would produce $208,196,000. 

Figures for 1953 are now available for the class I railroads. It was $10,745,600. 

It is assumed that a summary of gross revenue for 1953 would be about $12 
billion and 2 percent gross revenue tax would yield $240 million. 

Authority for figures shown above is the Bureau of Transport Economics and 
Statistics as filed with the Interstate Commerce Commission ; Blue Book of Sta- 
tistics in United States on railroad operation; Bureau or Transport Economics 
and Statistics for electric railways as filed with the Interstate Commerce 
Commission. 

The CuamMan. Are there any questions ? 

Mr. Heseiron. Mr. Stack, in connection with your statement in 
regard to unemployment in the railroad industry, do you have any 
recent figures on that? 

Mr. Strack. Well there are over 100,000 that are unemployed today 
on the payrolls of American railroads as far as the employees are 
concerned. The last information we received on that would show there 
are 1,086,000 employees on the payroll of the railroads today and there 
are 100,000 railroad employees who are out of work—who are un- 
employed. 

Mr. Heseiton. Do you know in what particular categories they 
are?’ Are they operating or nonoperating men ? 

Mr. Stack. Well the greater portion of them are in the nonoperat- 
ing brotherhoods. They are mostly office men. In my contacts with 
railroad management, they have cut the payrolls all they possibly can 
right now, so far as it is feasible to operate their systems. If further 
reductions are necessary, or if they have to cut further on account of 
a depression, recession, or whatever you want to call it, it will be a 
case of their cutting into the salaries, or something of that type. 
Where there are men working under brotherhood contracts, they 
cannot cut their salaries, but they can cut off a couple of days a week 
and still keep them working, and that has been the method they have 
used to curtail the operating expenses of the railroads. 

Mr. Heser.ron. In contrast to the actual people unemployed, what 
is the situation in connection with what you just mentioned—a short 
working week ¢ 

Mr. Strack. There are a lot of our employees who are up in years, 
up around 60, and so forth, who have been Jet out and who will never 
come back. As I say, there are whole departments in the shops. 
I think you may have heard Congressman Van Zandt yesterday give 
a very alarming figure when he said in Altoona they had 11,500 em- 
ployees and 6,000 were out of employment in that 1 shop. And of 
course that is the biggest shop in the country. 

Mr. Heseiron. In connection with your suggestion as to the rein- 
vestment of the fund, perhaps this question should be addressed to 
someone on the Board, but I recall in the hearings some years ago that 
point was brought up and, as I recall it, the point was pressed rather 
vigorously that other funds in Government retirement systems were 
invested so as to obtain a higher rate. 

Mr. Strack. That is right. 

Mr. Hesevron. You have no information as to whether there has 
been any change in that regard? 

Mr. Srack. No, there has not. The Government has gotten out 
some more bonds that pay a little higher rate now. But if you will 
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study the report H. R. 7840, you will see that angle was Sy 
‘anvassed and that the Tennessee Valley Authority and several others 
that are practically under Government operation, yield considerably 
more than 3 percent, where you could invest the fund. 

Mr. Hesevron. Do you have any actual knowledge of what the 
Board has done, or whether it has done anything in that regard? 

Mr. Stack. When Congressman Younger questioned me in March 
on that same feature, I went to the Federal Reserve Bank in Wash- 
ington and talked to the manager over there. He advised me at that 
time that most of those big foundations such as the Guggenheim and 
Rockefeller Foundations, were unloading a lot of securities that paid 
a high yield, for the reason if they got possibly a million dollars of 
dividends they would have to return to the Government $952,000, 
and they preferred to invest their funds in bonds yielding a smaller 
return of 2 or 214 percent, where there would be a tax economy and 
they would get the full return on whatever they made. So that there 
are a lot of bonds on the market now, but you have to check each 
day in order to find out the type of bonds. 

That is the idea I had in mind when I appeared in opposition to 
H. R. 7840 in March, because I knew there were some securities payin 
up as high as 5 percent that could be obtained on the market nd 
Mr. Younger questioned me about that feature. 

Mr. Heseiron. Are you talking about stocks or bonds? 

Mr. Stack. No; they are bonds. 

Mr. Hesevron. I think, Mr. Chairman, before the hearings are 
concluded, I would like to have some report from the Board, as 
to any action they have taken as to the joint committee recommenda- 
tion. 

The CuarrMan. We will pursue that source. 

Mr. Hesevron. That is all, Mr. Chairman. 

The Cuatrman. Are there any further questions, gentlemen ? 

Mr. Prresr. Mr. Chairman. 

The Carman. Mr. Priest. 

Mr. Priest. Just 1 or 2 questions. 

Mr. Srack. I believe in his testimony yesterday, Mr. Van Zandt 
gave an estimate that the total added cost of H. R. 5269 would be 
about $230 million or $235 million. 

Mr. Stack. I broke it down on page 5 of my brief. I broke it down 
to $235 million. 

Mr. Priest. $255 million? 

Mr. Srack. $235 million. That includes the dual restriction, upon 
which would be a cost of 0.015, leaving a cost to payrolls of approxi- 
mately $714 million, which, of course, will be added on to the deficit 
of the railroad retirement. 

The CHatrmMan. Will you yield? 

Mr. Priest. Yes, I will yield. 

The Cuarrman. I understand that the figure that you just referred 
to, as shown on page 5 of your brief, totals $235 million, and that those 
figures were given to you by the Railroad Retirement Board. 

Mr. Sracx. Colonel Kelly, and you got a copy of the letter, Mr. 
Chairman, and I have got the original letter. 

Mr. Priest. Now, Mr. Stack, on page 6 of your statement you say 
in substance that the Retirement Board has said that the retirement 
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after 35 years’ service would cost $20 million a year and then you 
further state that it would not cost that much. That is your opinion. 

Mr. Stack. That is correct. 

Mr. Priest. Then it is your opinion that that estimate is too high? 

Mr. Stack. That is correct. 

Mr. Priest. Do you have an estimate of how much it would cost? 

Mr. Srack. Mr. Priest, the facts are that when the Board made 
their estimate on the cost of this retirement at 35 years of service, 
they made it from the time an employee starts employment under the 
Railroad Retirement Act, and what we do not want in that way, what 
we want is from the age of 21. 

You see, there are a number of machinists’ helpers, and fellows on 
the railroads, that started to work at 14 and 15 years of age, and to 
retire them after 35 years of service would retire them in middle life, 
and we were not interested in that particularly. 

Mr. Priest. In other words, the earliest age under your proposal 
would be 35 added to the age of 21. 

Mr. Srack. Fifty-six. 

Mr. Priest. Fifty-six. 

Mr. Srack. That is right. There are other features in connection 
with section 5 of the Railroad Retirement Act, on survivors’ benefits, 
of course, where that 21 years comes into play. They use the year 
21 as the starting point. 

Mr. Priest. Just one further question, Mr. Stack. 

You propose here to finance this additional cost by a 2 percent 
gross receipts tax. 

Mr. Strack. That is right. 

Mr. Priest. That is the suggestion you make. 

Mr. Srack. Yes, sir. 

Mr. Priest. You recognize, of course, that it would cost additional 
money. There is not any question about that. 

Mr. Strack. That is right. 

Mr. Priest. And your proposal for increasing the funds, for put 
ting money into the fund, in order that it may be paid out, is not to 
increase the tax on the employer or the employee, or to increase their 
base. 

Mr. Sracx. That is right. 

Mr. Priest. But, levy a 2 percent gross receipts tax. 

Mr. Strack. That is right. 

Mr. Prresr. There have been 1 or 2 statements made before the 
committee, I believe yesterday, or maybe this morning, that certain 
groups of employees would have no objection to an increase, or rather 
a considerable increase in taxes, if they could get certain benefits. 
What is your opinion in that respect? 

Mr. Strack. Well, a great number of our people do not mind the 
tax increases, if they would be able to get increased benefits, to the 
taxpaying employees. 

The things that irritate these employees most is what is contained 
in bills such as H. R. 7640, which adds a lot of fringe benefits to the 
act, without benefiting at all the taxpaying employee, or benefiting 
the retired people. 

Mr. Priest. Now, I have heard mention of increased taxes up to 
as much as 10 percent; that even that much of an increase, provided 
certain benefits were made available, would not be greatly objected to. 
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I presume that that testimony had reference to an increase in the 
taxes on the employer and the employee. 

Mr. Sracx. That is right. 

Mr. Priest. To that amount ? 

Mr. Strack. That is right. 

Mr. Priest. Which would be a 4-percent increase over the present, 
on each one. 

Mr. Strack. That is right. 

Mr. Priest. What is your opinion of that suggestion? Do you 
think that that would be generally approved by “the railroad em- 
ployees, if this tax should be increased, to as much as 4 percent on 
the employer and employee, over and above the present level ? 

Mr. Srackx. Well, the employees might be broken up, Mr. Priest, 
into two categories. One is the man that is going to retire and im 
about 4 or 5 years. The other is the young employee. 

Now, under the fifth actuarial survey of the Railroad Retirement 
Act, it shows that the new entrants were supposed to cost only 6.7 
percent. That is all that it is supposed to cost them, to get into the 
system, and still they would be taxed at 1214 percent. 

So in this particular case over here, the men that have only got 
4 or 5 years to go, they do not mind if they pay 10 percent, but we have 
got to protect the overall picture. 

Mr. Priest. And, personally, you do not favor that increase in 
taxes ¢ 

Mr. Stack. No; I do not favor it. 

Mr. Priest. Well, Mr. Chairman, that is all. 

Mr. Beamer. Mr. Chairman. 

The Cuarrman. Mr. Beamer. 

Mr. Beamer. Mr. Stack, I would like to pursue a question that Mr. 
Priest has raised, and that is in regard to the additional gross operat- 
ing costs in taxes you would place on the railroads. 

Mr. Strack. Yes, sir. 

Mr. Beamer. If I recall correctly, in your statements before this 
committee a few weeks ago, you referred to the railroads as a rather 
sick industry; or an industry that was financially in bad shape. 

I wonder how these two statements would coincide? 

Mr. Stack. Well, regardless of how the employment went on in the 
railroads, the funds would still get additional money through that 
particular source. It is the only thing that we can tap there in order 
to get through the program that the employees want ; and we think that 
if other industries can add to the cost of their product, that the rail- 
road man should add on his cost to transportation. 

Now, I did say a few weeks ago that the railroads were a sick indus- 
try, in view of the fact that in 1920 we had 2 million employees, and 
today that is 1,086,000, and while the business pays more today than it 
did in 1920, still it is on account of the inflated costs, which is the 
reason that it pays more. 

Mr. Beamer. I wonder whether you have any information with re- 
gard to the operation of the railroads themselves. Have they been 
making sufficient money so that they would be able to pay this addi- 
tional cost ? 

Mr. Strack. Well, the trouble with the railroads is, and I think you 
can see that in connection with H. R. 7840, that most of the lines have 
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been paying dividends on common stock, something like $340 million 
was paid out in 1953, to common stockholders. 

Mr. Beamer. When you said it was a dying industry, you did not 
mean it was a failing industry ¢ 

Mr. Strack. That is right. What I meant was, just as I explained 
to Congressman Hale, that at one time we thought the horse and buggy 
was going to be with us here to stay, and I remember, in Springfield, 
Ill., they had bills introduced in the legislature to prevent automobiles 
operating on the streets, because they were scaring the horses. Today 
we have the situation changed. We do not have the horses. 

Mr. Beamer. Mr. Stack, the statement has been made that perhaps 
the coal industry has priced itself out of a market. Do you think it is 
possible the re ailroad industry might price itself out of the market ? 

Mr. Srack. I do not see how they could, from a tax like that. That 
is just like putting a 2-cent stamp on a freight bill. That is all it does. 

Mr. Beamer. I am not trying to justify, or trying to make this un- 
justified; but I wanted to raise the question. I think it is a very 
worthy thought that you have, to try to increase the benefits to those 
who are paying the taxes. That is your thought / 

Mr. Srack. That is right. 

The question might come up here about discrimination between 
various lines of transport: ition, and I was talking here a few weeks 
ago to a lobbyist for the TWA, and the Pan American, and I under- 
stand that TWA has a pension system of their own, and the Pan 
American has, which are very good; but we talked on this particular 
feature and they said that a lot of the airlines did not have any pension 
systems, and if we could put in this excise tax in connection with the 
railroads that they would try to put in an excise tax in connection with 
the air transport. 

Mr. Beamer. You mean voluntarily? 

Mr. Srack. Voluntary; to take care of the pensions for their 
employees. 

Mr. Beamer. You would probably propose that this should go on a 
voluntary basis, rather than a basis such as we have here in the law? 

Mr. Srack. There is a question whether the taxing issue should be 
handled by this committee, or the Ways and Means Committee; but I 
notice in the 1951 hearings on the Railroad Retirement Act on this, it 
was proposed at that time that the increase in the tax base to $400, and 
the Senate passed a bill to that effect. 

So, it does not have to go through any financial circles, to have them 
do it. 

Now, this is only one plan. We are going to give you three plans 
today to meet the cost of 5269. Mr. Sands is going to present those 
plans. He is going to follow me on the stand, and he has two other 
plans, and we are giving you whichever plan you figure is most feasible 
to meet something that is absolutely necessary for the railroad workers. 

Mr. Beamer. That is all, Mr. Chairman. 

Mr. Rogers. Mr. Chairman. 

The Cuatrrman. Mr. Rogers. 

Mr. Rocers. Mr. Stack, you say, according to your suggestions, that 
you make provision for three possible ways of getting more income. 

Mr. Strack. That is right. 

Mr. Rogers. Into this system ? 

Mr. Srack. That is right. 
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Mr. Rocrrs. Now, with an increase in the tax, there is an increase 
in the base, and your suggestion is 

Mr. Srack. That is right. 

Mr. Rogers. Now, if the committee should not adopt your sugges- 
tion, which one of the other ways would you prefer, if you have any 
preference ¢ 

Mr. Strack. Well, we have two other plans. Mr. Sands, —_ 
relations man is here, and he has two other plans of approach from a 
different angle to give you a solution, from three different angles, as 
to how to meet the additional cost, of the passage of 5269. 

Mr. Rocers. As between the increased base and the increased tax 

rate, which would you prefer ? 

Mr. Srack. Well, you do not have to be much of an accountant, 
Congressman Rogers, to know that if you increase the tax base you are 
increasing the liability under the fund and— 

Mr. Rogers. What? 

Mr. Sracx. You are inc reasing the liability under the fund. 

In the recent studies, reported on, on which your good chairman 
served on the committee, it showed that if the tax base was raised to 
$500 per month, that the increased fund, or increase in the fund would 
be approximately $100 million a year, but out of that $100 million, 
$67 million would go to increased benefits and the other $33 million- 

Mr. Rogers. Would go where ? 

Mr. Strack. To increased fund. 

Mr. Rocers. Increased fund ? 

Mr. Srackx. That is right; in additional liability, and $33 million 
would be all that the fund would benefit by, from a tax increase base 
to $500. Of course, the increased tax rate would- 

The Cuatrman. Will the gentleman yield for just a minute? 

Mr. Rogers. I will yield, Mr. Chairman. 

The Cuatrman. I think that it should be made clear in answer to 
Mr. Rogers’ question, what you meant by increased benefits. When 
you said there would be $100 million in increased benefits, you mean 
there would be $100 million additional funds raised, and about $67 
million in additional benefits. You do not mean in new benefits. You 
mean in benefits already in existence. 

Mr. Strack. Already existing. 

The Cuamman. So that the net result would be only a $33 million 
increase in the fund. 

Mr. Stack. That is right. 

Mr. Rocrrs. Now, have you made any study and can you give us 
any conclusions as to what amount the income would be and how much 
the fund would be increased by increasing the base from $3,600 to 
$4.200 ? 

Mr. Srack. Well, it would mean an employee that drew the maxi- 
mum of $350 a month for 30 years, if you enacted this bill, would get 
the sum of $180. Today he gets $165.60. 

Mr. Rocers. I do not mean that in dollars and cents. 

Have you got any estimate as to the amount that would be raised 
by increasing ‘the base from $3,600 to $4,200? 

Mr. Strack. Well, it shows that, in H. R. 7840, that was shown in 
those hearings that you had. It was shown that that would increase 
the fund, I think, 0.59 percent of payroll. 
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Mr. Rocers. Have you got any statement as to the amount that 
would be raised if there was an increase in the tax of one-half of 
1 percent 4 

Mr. Strack. If there was an increase in the tax, of course, that would 
increase the fund. That is just putting money into the bank. That 
is not increasing the liability. 

The Cuarrman. Will the gentleman yield ? 

Mr. Rogers. Yes, Mr. Chairman. 

The Cuarrman. You say that the answer to the question Mr. Rogers 
has just asked will be found in the hearings on H. R. 7840? 

Mr. Stack. That is right. 

The Cuatrman. I do not have a copy of those hearings. Neither 
does Mr. Rogers. Is there anyone present in the room who can answer 
that question ¢ 

Mr. Carrer Forr. $56 million a year, Mr. Chairman. 

The CuarrMan. That includes the railroad contribution ? 

Mr. Forr. And the men. 

Mr. Stack. That means $28 million each. 

Mr. Harris. Will the gentleman yield further on that point ? 

Mr. Rogers. Yes. 

Mr. Harris. I understand the testimony showed that the increase 
in the tax base from $3,600 to $4,200 would result in increased benefits 
which would amount to a maximum of $31 million. Do you agree 
with that? 

Mr. Strack. That is right. 

Mr. Harris. How do you get the $100 million then, if there is an 
increase to $400 ? 

Mr. Strack. That was not that same feature that we are talking 
about here. 

Mr. Harris. I misunderstood it then. 

Mr. Rogers. That is all, Mr. Chairman. 

The CHatrmMan. Have vou finished, Mr. Rogers? 

Mr. Rogers. Yes, Mr. Chairman. Thank you. 

The CHarrman. Are there any further questions, gentlemen ? 

Mr. Sraccers. Mr. Chairman. 

The Cuarrman. Mr. Staggers. 

Mr. Staccers. In regard to this 2-percent excise tax on gross rev- 
enues, Mr. Stack, that would be in conjunction with the present taxes 
that are now levied on the employees and the employers ? 

Mr. Sracx. The employee and the employer would not have to pay 
anything. That would be added to the freight bill, or to the ticket. 

Mr. Sracaers. I know, but they would still pay the present rate? 

Mr. Strack. They would still pay the present rate. 

Mr. Straccers. You would put a 2-percent gross sales tax on the 
railroads? 

Mr. Strack. That is right; sales tax. 

Mr. Sraccers. There has been an awful fight in this country against 
the sales tax. ’ 

Mr. Strack. Iknow. Just the same 

Mr. Sraccers. The gross receipts, that is what you are doing. 

I remember when the welfare fund of the miners was passed, there 
was a hue and cry against it. 

Mr. Strack. Yes, sir. 
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Mr. Sraceers. And, as Mr. Beamer has brought out, there are some 
who say that the coal industry has priced itself out of the market. 

I just wonder if you think that has had anything to do with the 
welfare fund ? 

Mr. Strack. No; I do not think so. 

The railroads handle only essential commodities right now; car- 
load lots. They are not doing very much with 1. c. 1. (less than carload 
lots) freight, and most of that stuff is moving in carloads, very long 
distances, long hauls, and they get the business anyhow. 

Mr. Sraccers. I wonder then if you have been keeping up with the 
earnings of the railroads within the past 2 months, up to the present 
time ? 

Mr. Sracx. For the past 2 months, they have been depreciating 
quite a great deal. 

Mr. Sraccers. The past month available records of the railroads’ 
earnings. 

Mr. Sracx. Yes. Well, some lines are picking up. The B. & O. 
in the last week or so. 

Mr. Sraccers. The B. & O. is primarily a coal-handling carrier. 

Mr. Strack. That is right. 

Mr. Sraccers. They are certainly not hauling much coal right now. 

Mr. Srack. No. 

Mr. Sraccers. I was just wondering about the overall picture of the 
earnings of the railroads, particularly for the last month that is 
available. 

Mr. Strack. They have been depreciating. 

Mr. Staccers. We have the trucking industry, too, which is a highly 
competitive organization with the ri ailroads, and they appear before 
this group, too. 

I am interested in another question which was brought up by one 
of the Members here on this $20 million. I believe that question was 
asked by Mr. Priest, if you could give an estimate as to what the figure 
would be. You say that the Railroad Retirement Board cost would be 
$20 million after 30 years of service, and that is based on service from 
21 vears of age. 

Mr. Sracx. That is right. 

Mr. Straccers. What would you say would be the savings or what 
would be the effect on the $20 million, if it were based on 21 years? 

Mr. Srack. I would say it would be about one-half. 

Mr. Staccrrs. You would say it would be about $10 million? 

Mr. Srack. About $10 million. 

Mr. Sraccers. That is just a guess? 

Mr. Strack. That is just a guess; it is not based on figures. We have 
to depend upon the Railroad Retirement Board to give us the figures. 

Mr. Sraccers. I understand that you have to depend on them for 
the figures, and yet I do not see how you, if you depend on the figures, 
how you can dispute the figures in any way. 

Mr. Srack. The reason we dispute the figures is, we know that their 
figures are based upon facts: but an employee could start at the age 
of 14 or 15 years, and he would, within 35 years, if he retired, he would 
be retired in middle life. Of course, that would cost more. 

Mr. Sraccers. Here is what I am getting at, if you take the Retire- 
ment Board’s figures, and you are working from them, on any basis. 
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up or down, in scaling this whole thing, you are taking their figures 
actually as the base. 

Mr. Strack. That is right. 

Mr. Sraccers. Then, you are not disputing their correctness or 
accuracy. 

Mr. Stack. No, sir. No; we take their figures. 

Mr. Sraccers. Then your whole theory in connection with this 
pending scheme, is that you actually are taking their figures and you 
are trying to use them in the best way, and somebody else is using those 
figures in another way. 

Mr. Srack. Yes, and we wonder how they arrive at their totals. 
That is, we have got an idea as to how they arrive at their figures, 
and sometimes we might dispute the method of their approach, but so 
far as their figures are concerned, they are absolutely correct. 

Mr. Sraccers. That is what I wanted to find out, whether you agree 
with their figures or whether you dispute them. I am just trying to 
get at the basis of this, the philosophy of it. It sounds good on paper; 
it really does. 

You are actually taking their figures, but you are taking a different 
philosophy, or approach, from the men who have actually drawn up 
the bill in the past and have advocated certain changes. 

Mr. Srack. That is right. We are not figuring that retirement to 
60, but to have it on a sliding scale, so that there would not be any 
financial drag on the fund in any particular year. 

Mr. Sraccers. I see. I was wondering how they were used. 

Mr. Stack. That is, the railroad employees; the rank and file of the 
railroad employees that are members of our organization. 

Mr. Sraccers. Now, that is what I wanted to get at, as to how they 
get that information to you, as to what they wanted. You indicate 
to them what they want, or do they tell you what they want? 

Mr. Srack. They are telling us what to do, and all of it comes to 
the platform through committees of our organization, and these things 
are either approved or disapproved. That is how our program is 
arrived at. 

Now, on this particular feature, some of the lines have put into effect 
a sliding scale in connection with their superannuated employees; that 
is, these railroad employees, and they say that it is a good system; it 
is not going to cost so much, by putting it on a sliding scale; that it is 
going to bring it down gradually, and still obtain the objectives that 
they are after. 

Mr. Sraccrrs. Well, I agree with vou. I think this proposal here 
sounds awfully good, from reading it; it is very good. I was just 
wondering about it. 

We have two different approaches to this. I believe that this com 
mittee, from the time I have been on it, which has not been too long, 
but I think that every man on the committee has been trying to do 
what he thinks is best for _ railroads and their employees. They 
he e taken the programs, or the bills that have been introduced, as 
T know that you have ots and made a thorough study of the bills. 
You have done that; have you not ? 

Mr. Srack. That is right. 

Mr. Sraceers. And the *y have studied them, and I believe that the 
committee, and the chairman, and everyone, has tried to do what they 
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think is best, and work out what may be best, so far as the committee 
is able to do so. 

Now, I notice in here—I cannot tell you what page—you mention 
some facts about the solvency of the fund. 

Mr. Srack. Yes, sir. 

Mr. Sraccers. That is mentioned so often, 

Mr. Srack. Yes, sir. 

Mr. Sracoers. I believe that has been the concern of the committee 
and actually those who are interested in the retirement fund, that this 
fund does remain solvent. 

Mr. Stack. Thatis right. We are all interested in that. 

Mr. Sraccers. Unless we can find some way to raise the money, the 
additional money, we are going to have to get by with the money that 
we now have. 

Mr. Stack. That is right. 

Mr. Sraccers. Well, I am anxious to find out as to that program 
you have here, to find out as to how we can do it, or anything that the 
committee can do. 

Mr. Strack. Mr. Sands, our public- relations man, is coming on after 
me. Hecan give you two more plans. 

Mr. Sraccers. Your one plan that you have here, is a 2 percent 
excise tax on the business of the railroads. 

Mr. Strack. Excise tax. I think though we should tie the pensions 
up with the economy of the country, because, if your dollar is only 
worth a cent 5 years from now, why, those people are just going to 
starve and cannot take care of themselves. 

Mr. Staccers. That is right. Now, in connection with the economy 
of the country, and talking about unemployment—and I believe that 
IT have as much unemployment in my district now as we have ever had 
at any time in the history of the country—maybe not quite as much. 

I am just wondering how it will be affected now, if we are going to 
tie it up with the economy of the country. We have 55,000 miners 
who are out of work in my State. 

Mr. Stack. That is right. 

Mr. Staccers. They cannot get jobs. They cannot findthem. Their 
unemployment compensation has run out. The welfare fund does not 
take care of them. You say to tie it up with the economy of the 
country, and then you have it linked with the coal-mining industry. 
They are in bad circumstances now, any way you take it. 

Mr. Stack. Yes. 

Mr. Sraccers. I do not see how you can link the railroad retirement 
with the economy of the country, when it is bad and when it is good. 
I just do not believe it would do. 

Mr. Strack. Well, there is a source of obtaining some financial sup- 
port, and that is what you need actually. 

Mr. Sraccers. Certainly. 

Mr. Stack. You see, the cost of wages has gone up some 150 per- 
cent and there has only been an increase, which we have ever gotten 
on the rail pensions, which was 15 percent and 20 percent, in the 
1948 amendments, and 35 percent is the most that the pension has got, 
and they are in dire circumstances. Their condition is actually tragic 
today. 

Mr. Sracerrs. I agree to a certain extent on that, certainly; but I 
would say this, that the committee, so far as I know, has said that is 
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all the fund can stand, and they have arrived at that conclusion, based 
upon these figures, and they are the same figures that you base your 
conclusion on, which the Board has given us. 

Mr. Stack. That is right. 

Mr. Sraacers. We could not do any more. 

Mr. Strack. We have got to get revenue from some other source to 
help out. 

Mr. Sraccers. Then, the fact is that if you are going to have more 
persons, you are going to have more revenue. 

Mr. Sracx. That is right. 

Mr. Sraccers. I think possibly that is what the whole thing boils 
down to, and we are going to have to find out where we can get it 
from or whether the employees can pay more, or what is going to 
happen. 

I think that is the basis of Mr. Rogers’ question. I have heard him 
ask several men as to whether they thought the base should be raised, 
or else the tax should be raised. 

You have one other plan here, the excise tax. 

Mr. Strack. That is right. 

Mr. Sracecers. On the carriers. 

Mr. Stack. Yes, sir. 

Mr. Sraacers. On the carriers. Mr. Chairman, I have nothing more 
to say except that I would like to say this in mentioning the Du Pont 
pension plan, it is entirely an unrelated industry to the railroad plan. 
I believe that is important. That is all, Mr. Chairman. 

The Cuarrman. Any further questions? 

Mr. Petty. Mr. Chairman. 

The CuarrMan. Mr. Pelly. 

Mr. Petty. Mr. Stack, I do not suppose anybody has given much 
more thought than you have to the problems of this retirement fund, 
and I wonder if you have ever done any thinking on the subject of 
coordinating the railroad retirement fund with social security and 
old-age and survivors’ insurance benefits. 

Mr. Stack. Yes, we have. We went into that very fully and in 
fact, some of the statements that our public-relations man will give 
vou here is in connection with that integration or correlation. 

Mr. Petry. It seems to me that old-age and survivors’ insurance 
is intended to supplement private pension funds, and that this is 
really a private pension fund for all intents and purposes. 

Mr. Srack. Well, of course, there is objection to that. Now, we 
are looking for retirement at the age of 60 years. If we hook up with 
a big sy stem like the social security, as a basis, they have retirement 
at the age 65. If we ” that we are really working against ourselves. 

Mr. Petty. Well, I see that objection, but I am looking over the 
figures you gave us he re, as retirement benefits, maximum and mini- 
mum, which you have broken down by classifications and that has 
caused me to wonder if say the first 2 percent out of the 614 percent 
taxes were utilized to come under and purchase social security, if the 
balance would go toward supplementing that and might be the basis 
for getting adequate pensions which obviously you do not have now. 

Mr. Stack. Mr. Sands made a complete study of that and is going 
to cover that particular feature. 

Mr. Petry. Then, I will wait until he appears. 
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The Cuarrman. Are there any further questions 

Mr. Hesevron. I have one further question, Mr. Chairman. 

The CHarrMan. Mr. Heselton. 

Mr. Hesevron. I have heard your answer to some of these questions. 
I have before me your testimony of March 10, in which, in reply to 
two questions by Mr. Hale, you referred to the railroad industry as 
being a dying industry. You said that? 

Mr. Strack. That is right. 

Mr. Hesevron. You said: 

You realize that in 1920 we had 2 million regular employees on the railroads 
and today we have only a little over 1 million. The competition in the railroad 
field is terrific, both with the airplane industry and the truck lines, because there 
is no curb on those fellows and they are just working the railroads out of the 
picture entirely. 

H: aving in mind that testimony, have you given any thought as to 
what a 2 percent transportation tax might do to the r: ailroads, in view 
of the situation that you described ¢ 

Mr. Strack. Well, as I stated a few minutes ago—in fact I think 
the airlines would put through the 2 percent tax, if the railroads did. 

Mr. Heseiron. I did not get that. 

Mr. Srack. The airlines will put through a 2 percent in connection 
with their pensions, if the railroad workers can get the 2 percent excise 
tax and so that we will put them both on a par, so far as rates are con- 
cerned. There will be no competition there. 

The biggest competition that the railroads are getting today is from 
the trucking lines, and that is mostly less than carload lots, which the 
railroads said at one time they were operating at a loss. 

Mr. Hesevron. Well, you mean by that that you would not advocate 
the 2 percent tax unless the airlines also adopt it? 

Mr. Srack. Oh, no. I say that we would have to be the starter on 
the railroad retirement. We had a Railroad Retirement Act before 
the Social Security Act was passed, and I think that we have been the 
pioneers in that field, and as such, I think we ought to lead the way 
and point the way to other industries, and to other services, insofar as 
our pensions are eons rned., 

Mr. Heseiron. I do not quite understand your answer in terms of 
what you said on March 10. 

What I would like to know is what consideration you have given to 
the impact of such tax on the railroads, in connection with this com- 
petition that they are meeting here. 

Mr. Srack. Well, I do not think the 2 percent excise tax will reflect 
on their handling of freight at all. 

Mr. Hesevron. You do not think that the shippers will take that tax 
into consideration ? 

Mr. Srack. I do not think that they will. 

So far as the passenger service is concerned, they have just gotten 
a 5 percent reduction in passenger rates. That was in the excise tax. 
And. they will still get 3 percent, and they will still be operating at : 
gain on the overall picture. 3 

Mr. Heseiron. Then you do not think it would have any effect upon 


the revenues of the railroads? 
Mr. Strack. I do not think so. It is the smallest tax that was ever 


put on. 
Mr. Hesettron. That is all, Mr. Chairman. 
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The CHairnman. Are there any further questions / 

If not, that will be all, Mr. Stack. 

I understand that you have Mr. Walt Sands present to testify for 
your organization. 

Mr. Srack. That is right. 

The Cuarrman. We thank you for your statement. We realize the 
very great interest that you have in the railroad workers, and this 
statement is brought to us in that spirit, for the consideration by the 
committee. 

Mr. Stack. Thank you very much, Mr. Chairman. I certainly 
appreciate the privilege of coming before your committee. 


STATEMENT OF WALT SANDS, PUBLIC RELATIONS-RESEARCH 
DIRECTOR OF THE NATIONAL RAILROAD PENSION FORUM, INC., 
CHICAGO, ILL. 


Mr. Sanps. Mr. Chairman and gentlemen of the committee, my 
name is Walt Sands. I reside at 7548 Coles Avenue, Chicago, Ill. 
IT am public relations and research director of the National Railroad 
Pension Forum, Ine., a nonprofit organization of railroad employees 
with membership on 321 American railroads and affiliated bureaus 
chartered under the State laws of Illinois. I am also editor of Rail 
Pension Views, published by the forum. 

For the benefit of the brotherhood leaders, the Rail Labor Execu- 
tives’ Association, and especially the brotherhood weekly newspaper 
Labor, none of my activities have ever been influenced one iota by 
railroad management. 

I have worked over 30 vears for the railroads. For the past 26 years 
I have been employed as freight inspector with the Eastern Weighing 
and Inspection Bureau, in Chicago. My duties at various railroads 
keep ine in steady contact with white-collar workers, freight handlers, 
yardmen, switchmen, engineers, conductors, shop mechanics, and 
others. The vast majority of us want to know why we now pay over 
3 times more taxes than ‘our neighbors pay for social security, and we 
want to know why we do not receive 3 times more benefits. 

This vast discrepancy between the two systems is directly respon 
sible for the tons of cards, letters, telegrams, and petitions, from all 
48 States to you distinguished Members of Congress, during the past 
S years, 

To help you gentlemen correct this vast discrepancy immediately, 
and provide your secretaries with more time to answer mail on other 
subjects, I hereby submit two financial plans for your kind considera- 
tion, which in my opinion may help Congress to promptly enact H. R. 
5269, introduced at our request by your colleague, Representative 
Cunningham from Iowa. 


PLAN 1—WORKERS WITH LESS THAN 15 YEARS OF RAIL SERVICE SHOULD 
BE TRANSFERRED TO THE SOCIAL SECURITY SYSTEM 


(a) From 1937 (when both systems started) through 1951, maxi 
mum taxes paid by the rail worker totaled $2,160, or $1,670 more than 
the maximum taxes of $489 paid by the worker covered by social 
security. 
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(>) After paying almost 414 times more taxes, during the first 15 
years, under both acts, it is shoe ‘king to realize that the monthly retire- 
ment annuity payable to a retired rail worker, after 15 years of serv- 
ice—is the same amount payable by social security to a retired indus- 
trial worker with only 10 years of service under the Social Security 
Act, as 

I may add that 15 years is a fair per iod of time to compare the two 
systems that are similar in my opinion, upon which I shall elaborate 
as I eet into this. 

I now show a comparison here. 

(The comparison referred to is as follows :) 


Social security versus railroad retirement monthly, retirement annuities after 
the 1951 amendments—A comparison 














10 years of service 15 years of service 

Average monthly wage ee | “| Fe 

Social se- Railorad Social se- Railroad 

curity retirement curity retirement 

| 

$150 aie scaled tele | $62. 50 $62. 50 $62. 50 $62. 50 
$200_. a : Sa ore See ale tial 70. 00 70. 00 70. 00 70. 00 
Sia ctcckdesehnsadnie ni inte eiiubbcogke 77. 50 | 77. 50 77. 50 77. 50 


Bee ctaesseneniee nian : ’ oe saben 85. 00 85. 00 85. 00 85. 00 


Last night I found—and Mr. Walter Matscheck, research director 
of the Railroad Retirement Board who is here will bear me out if I 
am right—after 20 years of service—that is even several years from 
now, since both acts began—a railroadman with an average monthly 
income of $250—which is a fair amount—including prior service under 
the railroad formula, would receive $96.60, compared to $98.50, pro- 
posed a few days ago by social security, to those now retired and to 
those under the new-start formula, would amount to $108.50, for those 
who will retire in the future. 

In other words, the railroad meee, including prior service, 
amounts to $96.60 as compared to $98.50; and again, as compared to 
$108.50, in spite of the fact that social security does not give credit 
for so-called prior service, under the Social Security Act. 

Of course, their taxable base will go up, and I shall get into that. 

(c) On November 1, 1951, because the rail worker with 10 years 
of service, received a maximum monthly retirement annuity of $48 
as compared to $68.50 (now $77.10 since September 1, 1952) paid by 
social security, Congress transferred workers with less than 10 years 
of rail service, to the social-security system. This resulted ina net 
saving of $100 million per year to the railroad retirement fund, which 
was passed on to the rail workers in increased (15 percent) retirement 
and (3314 percent) survivor benefits. 

(d) The forum proposes to Congress that all rail employees who 
at time of retirement, or at time of death, with less than 15 years of 
rail service, shall be transferred to the social-security system. Such 
transfer would save additional millions of dollars, by again reducing 
future liabilities to the railroad retirement fund; sufficient to pay 
higher rail pensions than we now receive, and also provide the neces- 
sary cost involved to lower the present age of 65 to 60—with full 
retirement annuities after 30 years of service, or after 35 years of 
service—regardless of age, based on our 5 years of highest earnings. 








RAILROAD RETIREMENT LEGISLATION 107 


The average years of service is approximately 27 or 26 and a frac- 
tion; or 27 years of service. 

(e) The career rail worker has at least 15 or more years of rail 
service. Those with less than 15 years of rail service should be trans- 
ferred to the social-security system. Such transfer would provide 
additional benefits to the career worker who remains in the rail 
service. 

The career rail worker remains in railroading until he dies with 
his boots on, and his railroad retirement deduction slips in his hip 
pocket. In spite of his squawks about railroad retirement deduc- 
tions, you couldn’t even bribe him to work elsewhere. 

The fact is that most railroad workers will remain on the railroads, 
from my overall observation. 

(f) When a rail worker, after 15 years of service, receives the same 
retirement annuity paid by social security—and his survivors receive 
the same survivor amounts paid by social security as shown in my 
exhibit D, isn’t it time to make it official and transfer all workers 
with less than 15 years of rail service over to the social-security system ? 

(g) The actuaries may determine how much approximately could 
be saved by such transfer and furnish a report. If this is an order, 
I hereby kindly ask the chairman of this committee for such a report 
to indicate the approximate savings that could be accomplished by 
transferring to the social-security system all workers who die or retire 
with— 

1. Less than 15 years of railroad service, and the approximate cost. 

2. Less than 20 years of railroad service and the approximate cost. 

Result of said report to be furnished during these hearings and 
printed therein. 

I believe that the Railroad Retirement Board have figures that 
would approximate the savings of the Railroad Retirement Act, if we 
were to transfer workers with less than 15 and/or 20 years of railroad 
service. 

That is plant No. 1. 


PLAN 2—FULL SOCIAL SECURITY COVERAGE FOR ALL RAIL WORKERS IN 
ADDITION TO FULL RAILROAD RETIREMENT COVERAGE 


(a) During the fiscal year 1952-53 (Railroad Retirement Board 
Monthly Review August, 1953, pp. 137 and 159) survivor benefits 
amounted to $95 million, and spouse ber.efits amounted to $40.9 mil- 
lion, or a total of $135.9 million. 

(6) The Railroad Retirement Board Annual Report of 1952, page 
210—table A-45, shows the level cost of survivor benefits amounting 
to 3.00 percent of taxable payroll, and the level cost of spouse’s an- 
nuities amounting to 0.97 percent of taxable payroll—or a total of 
3.97 percent of taxable payroll. 

(c) It is interesting to note that the present cost of all social security 
benefits is only 4 percent of taxable payroll or only 0.03 percent more 
than we pay (3.97) for railroad survivor and spouse’s annuities. 
In brief, we pay as much for our survivor and spouse benefits only 
as the entire cost of al/ social security benefits. 

(d) If table A-45 is correct, $135.9 million is available to pay for 
full retirement at age 60 with 30 years of service (cost $80 million) 
annuities based on our 5 years of highest earnings (cost $25 million) 

49702—54 8 
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and elimination of the 1924-31 years used for service prior to 1937 
(cost $714 million) plus elimination of the dual-benefit restriction 
(cost $714 million) and ($15.9 million) for other improvements. 

(e) Full social security coverage in anne to our present full 
railroad retirement benefits would give us higher benefits than we 
now receive—at less cost if rail workers seabeteahed 100 percent into 
both systems. Congress should amend the law. 

Now, I believe that we should receive our survivor benefits and 
spouse’s and survivor benefits exclusively from social security coverage 
for those particular benefits, because the amounts are the same, after 
10, 15, and/or 20 years of rail service. If social security can pay 
those benefits cheaper than it costs our fund, then I would suggest that 
those benefits be obtained, officially, and call it so directly, “from the 
social-security fund. In other words, I believe, in my opinion, we 
are now, already under social security in this respect or in that part 
of our act, without calling it such. 

I have seven exhibits here that I will not bother you with, because 
they are self-explanatory to the extent that we do pay three times 
more taxes than social security. Of course there have been many 
arguments as to why we have compared our benefits to theirs and that 
is due to the small amounts we receive for our rail pensions. We are 
responsible for the tons of mail that come to you gentlemen, and you 
are very busy on other subjects, I firmly believe that we may be able 
to once and for all times help you Members of Congress correct most 
of this confusion during this hearing. 

Now, I would like to briefily read some notes—I do not have copies 
of these. 

Mr. Harris. What are you reading from now? 

Mr. Sanps. These are notes I put together last night, but they are 
very self-explanatory and I shall be el: ud to clarify any questions. 

Because the cost of administering both the social-secur ity fund and 
the railroad retirement fund is on a self-sustaining basis, the total 
costs being shared by employee and employer, with no Government 
subsidy to be required and further because social security has a 
broader base to absorb the shock of inflation, and further inflation 
which prevents any additional increase in our benefits, being actuarily 
possible without constantly raising our tax payments, we suggest 
that you coordinate the social security and the railroad retirement 
system, whereby the social-security system would pay the basic bene- 
fits and the railroad retirement system would pay supplemental 
benefits. 

When social security can pay the same survivor benefits we receive 
in addition to social-security retirement and spouse benefits for a 
total cost of 4 percent compared to our total cost of 12.50 percent, and 
we pay 3 times more taxes, why, they are doing it a lot cheaper than 
we are. 

Now, Mr. Elmer B. Staats, Assistant Director, Bureau of the 
Budget, on May 21, 1951, reported to Mr. Robert A. Crosser: 

Any need to provide higher and more varied benefits for railroad workers 
toward which the bill is pointed should and can be met in a simpler and more 
equitable way, consistent with broad national interests and long-range objectives. 
Better dollar-for-dollar values can be given by providing coverage for all 


railroad workers under the social-security system, with the railroad retirement 
program retained to supplement the social-security benefits. This would carry 
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out the recommendations of both the President and the Senate Advisory Council 
on social security. 

The railroad workers would get more benefits for less money if social-security 
benefits were made available to all railroad workers, with Railroad Retirement 
Board paying the difference between social-security benefits and the present 
railroad retirement benefits. That is, the workers would get the more advan- 
tageous social-security survivor's protection and, at the same time, the present 
6-percent railroad retirement tax rate, paid by the employee, could be lowered 
to a combined social security-railroad retirement rate which has been estimated 
roughly at 4144 percent. As the social security rate rises over the years, the com- 
bined rate would, of course, rise also, but it would not reach its peak of about 
6 percent until 1970, whereas the railroad retirement rate is 6 percent now and 
will rise to 644 percent next January. Alternatively, railroad retirement benefits 
might be increased with iess of a tax decrease. 

We shall be glad to arrange for elaboration of the points made in this letter 
should your committee so desire. 

Now, to break the quote, a coordinated system is possible, and fur 
ther analysis is suggested. 

Today, over 100 million persons have wage credits and over 85 
million persons pay taxes into the social security fund. Over one- 
half of the United States population (171 million) is paying taxes 
into the social-security reserve—now $20 billion, and in the year 1990 
it will be $85 billion. I seriously do not believe that at any time, 
either now or in the future, will one-half of the United States popula- 
tion be collecting benefits in any single month, or in any single year. 
This proves amply as to the financial soundness of the social security 
system 1n perpetuity. 

When the Social Security Act was amended in 1950, by bringing 
in some 10 million people, it reduced the proportion, the cost of the 
system measured as a percentage of payroll, about one-third of 1 
percent of aor A 77¥o-percent increase in social-security bene- 
fits (September 1950) resulted, and if rail workers were included, 
the cost would be that much more reduced. 

In fact, Congress again incerased, on September 1, 1952, social- 
security bene fits another 1214 percent. The $80 retirement and one- 
half or $40 spouse amount, was increased to $85 and $42.50 
respectively; or the husband and wife total, from $120 to $127.50 per 
month. The total family maximum amount was increased from $150 
to $168.90 per month. And, Congress a few days ago increased this 
$168.90 per month to $200 a month, for a tots al cost of 3 times less 
than we pay. 

From 1937 through 1949, for 13 years the social-security tax rate 
was frozen at 1 percent, time and again. ‘Taxes collected far exceeded 
benefit payments by such staggering differences, that Congress blushed 
when anyone suggested that the tax rate be increased, until 1943 when 
the so-called Vandenberg-Murray amendment recognized the financial 
liability of the Government to make up any deficit that might accrue 
to the system as the result of continued freezings of the tax. 

I might say that when the Social Security Act was amended in 1950, 
Congress deleted the clause which provided that the Government 
would subsidize in the future : any social-security deficits. This means 
that the fund will always be maintained in perpetuity—by taxes, 
equally shared by employer and employee, the same as our system, 
50 percent by the employee and 50 percent by the employer, and in 
my opinion, there is no difference between the st: ibility or actuarial 
soundness of either fund. 
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Oscar Ewing, Federal Security Administrator, several years ago 
stated that disability, similar to railroad disability benefits, could be 

yaid under social security without raising the 114-percent tax rate, 
~ ‘ause enough money was in that fund. 

In a press conference in Washington on June 25, 1951, Mr. Ewing 
urged 60 days of free hospitalization a year for persons 65 and older. 
The care also would be made available to widows of insured wage 
earners and surviving children under the age of 18. 

Ewing estimated the program would cost $200 million a year and 
would cover 7 million persons. He said it could be financed 
without increasing social-security payroll deductions or employer 
contributions. 

I briefly mention the history of social security with its broad base. 
If the social-security fund can spend $200 million a year without 
increasing their (then) 144-percent t ax rate—in adidtion to what they 
are now paying out in benefits for 2 2 percent—further integration to 
absorb the inclusion of benefit payments to rail workers under that 
act, appears both logical and mathematically possible. 

You distingushed Members of Congress have many times heard these 
three arguments against such inclusion. That railroad retirement 
provides—that social security does not provide— 

1. Credit for prior service performed before 1937. 

2. Disability protection, total and permanent. 

3. Tax refund-residual lump-sum guaranteed return of all 
taxes paid in. 

I shall now attempt to refute each of those three arguments. 





1. RATLROAD RETIREMENT AND SOCIAL SECURITY SYSTEMS BOTH ALLOW 
CREDIT FOR PRIOR SERVICE 


And, I understand that the cost of prior service is 27 percent of 
payroll. 

Although recipients under the Social Security Act do not receive 
so-called credit for service performed prior to 1937, their benefit 
formula is so weighted as to “include” credit for prior service, espe- 
cially those in the low-income group. By comparison, so-called credit 
for railroad prior service, has no significance. 

In other words, the very construction of the benefit formula in 
social security by giving a very high weighting to people with low 
income, recognizes the fact that they have been “employed for a long 
period of time there previously and is an atempt, through the con- 
struction of the benefit formula, to give a past service credit to indi- 
viduals by giving the present benefits to people who have not 
contributed an entire lifetime. 

Because social security also gives so-called credit for prior service, 
there is no further need to consider the 1924-31 basis now used to 
credit railroad service performed prior to 1937, which should be 
eliminated and instead our 5 highest years of earnings should be 
the basis for figuring rail annuities. 

Without calling it credit for prior service, when a man paid $91 into 
the social-security fund, since 1950, and he can collect $15,000 in re- 
tirement benefits during the next 15 years, is that not the same or 
equivalent to giving credit for prior service under the Social Security 
Act? If not, what else might you call it? 
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2. IN 1951, DISABILITY PROTECTION COSTS RAIL WORKERS FOUR TIMES MORE 
TAXES THAN THE TOTAL COST OF ALL SOCIAL-SECURITY BENEFITS 


In 1954 it costs three times more. I am referring to when I testi- 
fied before the Senate Labor Subcommittee on May 2 and 3, 1951; 
likewise before the House committee on May 24, 1951. I stated in 
my exhibit G at that time that of each $6 in retirement taxes paid by 
‘ail employees, $1.50—total cost (1951) of all social-security benefits— 
is allocated to disability annuities. 

By comparison to social security, rail employees paid three times— 
UU percent—more taxes for pensions, retirement, and survivor an- 
nuities, and 4 times (300 percent) more taxes when disability annuities 
are included. Again, therefore, by comparison, so-called credit for 
disability insurance, has no significance. 

In my exhibit E which appears in these hearings, I show that the 
cost is still 44 cents less than the present $2 tot: il social security tax 
rate. 


3. SOCIAL SECURITY BENEFITS AMOUNT TO MORE THAN THE TAX REFUND 
OR RESIDUAL LUMP-SUM GUARANTEED RETURN OF ALL TAXES PAID BY 
ONE RAIL WORKER DURING 84 YEARS 


As to the tax refund residual guarantee return of all taxes paid in 
by a rail worker, whether the r: ail worker had 114 years of service, 
or even if he had 34 years of service; the benefits paid to three indus- 
trial workers would more than offset any amount possible, that could 
ever be collected, in the amount of taxes paid in by any one rail 
worker, 

Exhibit A shows the maximum possible for one rail worker to pay 
in in 34 years as $6,435, and during those 34 years, in exhibit A, you 
will find that equals three times more than social security pays—in 
fact, that 3 industrial workers may receive their benefits for the same 
amount of taxes that 1 rail worker pays. It means that three indus- 
trial workers may receive benefits which compare to what one rail 
worker is receiving in benefits. Three families under social security, 
from 1940 to 1946 (BC )— (before Crosser amendments) received sur- 
vivor benefits before we did of $85 maximum for 2 years and 1 month 
or $6,375; and social security is still ahead of us. 

Now, I would like to say that the social security paid survivor bene- 
fits for the first 6 years, from 1940 to 1946—during the first 3 years 
(1937-39) there were no benefits collected under social security— 
then during the next 6 years they collected family and survivor bene- 
fits, and in 1947—we were given survivor benefits, because they got 
them, and yet we hear the story that there is no comparison; that we 
should never compare these two systems. 

Now, Mr. James M. Souby general solicitor of the AAR, in 1951 
testified here during hearings “and he mentioned that if a railway 
worker worked 43 years, he could receive a retirement annuity of 
$236.90—and he was correct. But, because rail workers pay three 
times more taxes than those covered by social security, it is possible for 
3 employees covered by social secur ity to receive three times $85, or a 
total of $255 per month, as compared with 1 rail worker receiving 
$236.90 per month, after 43 years of service. This is all after 1937. 

On this basis—— 








112 RAILROAD RETIREMENT LEGISLATION 

The Cuarman. Mr. Sands, may I inquire how much longer your 
statement will be? I do not mean to cut you short. I am just trying 
to arrange a schedule to follow. 

Mr. Sanps. This is about all, Mr. Chairman. 

The Carman. Don’t take my inquiry as meaning that I intend 
to shut you off. 

Mr. Sanps. If there are any questions. 

The Cuarmman. I am merely asking the question so that I can advise 
the committee as to proce edure. 

Mr. Sanps. I would like to refer to the present increases in social 
security on page 8, exhibit G, where I show comparisons, which are 
sel f-e xpli inatory, and it is going to—— 

The Cuammanx. Mr. Sands, will it be convenient for you to hold 
the balance of your statement until we give Mr. Busbey, our col- 
league, an opportunity to make his statement ? 

Mr. SANDs. Yes; I will be very ee 

The Cuarrman. Will it be possible, Mr. Sands for you to finish your 
statement before we adjourn? Or, Caters we take a recess ¢ 

Mr. Sanps. Yes, Mr. Chairman. In conclusion, I would sum up my 
ays as being helpful and a means to reduce your mail. As an editor 
of a paper, it is very easy to put in print “flood Congress” and you 
fellows know that the Nation’s rail workers have done exactly that, 
and it will be nice for me not to have to do that in the future. 

Also, Mr. Stack has suggested a plan, and the two plans I have are, 
No. 1—That workers with less than 15 years of service should be trans- 
ferred to social security. I am quite certain that such transfer would 
solve our problem. And, figures are available. 

Plan No, 2 would be to provide us with social security survivor 
benefits from the social security fund and call it that, and differentiate 
from the railroad retirement fund. 

I notice in the last 3 or 4 actuarial valuations payrolls went 
up, in spite of number of employees down. The $5 billion payroll 
was used and predicated to help us get increased benefits. So, there 
are ways to provide this for us without raising our tax rate or tax 
basis. I would like to insert in the record a statement on proposing 
60-year retirement plan after 40 years service. 

(The matter referred to is as follows :) 


ProposinGc 60-YEAR RETIREMENT PLAN AFTER 40 YEARS’ SERVICE OR OVER 


I am offering this plan with the hope that it will serve as a compromise in 
the controversy that apparently is developing on all railroad properties—whether 
male employees should be allowed to retire at the age of 60 after 30 years’ service 
as in the case of female employees. 

It is understood no changes are made in the Railroad Retirement Act 
without the mutual agreement of railroad management and the employees’ 
representatives. 

By way of recognition of extraordinarily lengthy railroad service it is more 
than likely the railroad management would consider it a more practical gesture 
toward rewarding those employees—and the Railroad Retirement Act so amended 
at this session of Congress—to allow these deserving men to retire after 40 
years of service. 

The 40 years of railroad service and the 60 years of age plan are not 
arbitrarily set figures, but are based upon the present basic service and age 
figures in the Railroad Retirement Act as now written. The 1947 act permits 
retirement at the age of 65 years provided he has 30 years of credited railroad 
service, but now receives no credit for the 10 or 15 years served in excess of 
the basic 30 years’ service. Whether he served 40 years or 45 years, he still 
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must attain the age of 65 years to be eligible for retirement. Even though 
the male employee upon reaching 60 years of age and with 40 years’ service, 
he is still compelled, under the present act, to work for another 5 years or a 
total of 45 years of continuous railroad service 

Every railroad department in the United States has a case of this kind 

Under the plan I am submitting, the present basic 65 years of age and the 
present basic 30 years of credited service are recognized and are actually used 
as the basis for this proposal : 

(a) The male employee after 30 years actual service years begins to accumu 
late retirement credits instead of discarding credits as at present; 

(b) That is, for each 12 months of actual railroad service (in excess of the 
basic 30 years), he is given 6 months retirement credit ; 

(c) After 24 months over the basic 30 years, he is credited with 12 months 
or 1 year retirement credit, and so on; 

(d@) After serving and so accumulating 120 months or 10 years past the present 
basic 30 vears, or a total of 40 years actual railroad service, and by totaling 
his retirement credits he will have accumulated credits equal to 60 months or 
5 years of retirement credits; 

(e) These 5 years of retirement credits upon being deducted from the present 
basic 65 years retirement age reduces that retirement age through retirement 
credits, to the equivalent of 60 years and allows the male employee, even though 
actually only 60 years of age, to retire at that age of 60 years of age. By having 
accumulated 5 years of retirement credits he would be rewarded by the railroad 
management and the employees’ representatives not with a service lapel pin, but 
by being allowed to retire at the age of 60 years with full retirement pay 

In some quarters, concern is expressed at allowing retirement at the age of 
60 vears because of the possible threat of displacing employees in other indus- 
tries; vet organized industry considers prospective employees 60 years of age 
(male or female) as 20 years too old 

I believe this plan, if enacted into law, should reduce some of the criticism of 
that provision of the act. 


Proposed retirement at 60, showing credits beyond basic 30 years’ service where 


employce has served 40 years or over 





Retirement Retirement 
credit credit 

Service: (months) | §ervice—Continued (months) 
12 months done 6 72 months... eéhacs 36 

24 months___- at 12 BO WOminS coke 42 

36 months__-_-- 18 96 months_- " 48 

48 months- ; 24 108 months_ 54 

60 months 30 | 120 months (or 10 vears) 60 


Present retirement at 65, showing no credits beyond basic 30 years’ service where 
employee has served 40 years or over 


Retirement Retirement 
credit credit 

Service: (months) | Service—Continued (months) 
12 months__-_-- 4 0 72 months co mes 0 
SS no 0 84 months lei alae 0 

36 months 0 | 96 months_____- "i ?, 0 

48 months__-_-. . { 108 months = 0 

60 months__- 0} 120 months 0 


Mr. Sanps. That isall I have to say, Mr. Chairman. 

The Cuamman. Are there any questions ? 

Mr. Bennett. Mr. Chairman. 

The Cuatrman. Mr. Bennett. 

Mr. Bennett. Mr. Sands, which alternative do you favor? Do you 
have any priority ? 

Mr. Sanps. In priority, I would believe in the less-than-15-years- 
service plan, because the average rail worker is a career worker and, 
we are born in this industry, and you can quit, but you stay in it until 
you die and even though we could retire at 60, most of us would not 
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do so, and I believe if the rail workers were provided with retirement 
at 60, psychologically, even though they would not take it, it would 
be nice to know that; they could brag that we have something that 
social security does not have—and social security gets plenty for 
what they pay. 

Now, if we can show the workers that they have something that 
social security does not have, it is like money in the bank. You do 
not take your money out of the bank. You know it is there. Psycho- 
logically, it would be nice to know that you could retire at 60, and I 
doubt that most of them would take advantage of it. 

Mr. Bennerr. In one part of your statement you say that full 
social-security coverage in addition to our present full railroad retire- 
ment benefits would give us higher benefits than we now receive at 
lower cost, if rail workers contribute 100 percent in both systems. 

Now, do you mean by that that the railroad retirement law should 
be amended so as to permit an individual to retire under railroad 
retirement and that the social-security coverage should be extended 
to all rail workers and that they should pay the social-security taxes ? 

Mr. Sanps. Yes, sir. 

Mr Bennetr. Also pay the social-security taxes? 

Mr. Sanps. Not in addition. There would be a combined rate that 
would be paid into the two separate systems; two independent 
amounts. In other words, according to Mr. Staats’ letter—and he is 
considered an expert—he talks of a combined rate. In other words, 
you would pay the present social-security taxes, which is now 2 percent, 
and the railroad taxes, which is 614 percent, and the difference would 
be 414 percent, which would be paid into the railroad retirement fund, 
to give us what benefits we could receive above what social security is 
paving for their 2 percent. 

Mr. Bennett. In other words, you feel that if you started off now 
by requiring rail workers to come under the social security that we 
could then reduce the taxes that are presently being paid under the 
Railroad Retirement Act and still give the railroad workers 

Mr. Sanvs. And, Mr. Chairman, be better off—— 

Mr. Bennett. Just a minute, please, 

Mr. Sanps. Yes, sir. 

Mr. Bennett. And still give the railroad workers greater benefits 
than aw advocated in these various biils. Is that a correct statement? 

Mr. Sanps. Yes, sir. 

Mr. Bennett. Do you feel that if railroad employees were covered 
oe social security that they could obtain substantial increases in 

benefits over and above what they are getting now, and still make way 
for a reduction in the tax payable under the railroad retirement svs- 
tem? Do you have any studies of that at all? 

Mr. Sanps. Well, I have made comparisons and, of course, prior to 
the Crosser amendments there were disagreements by Murray Lat- 
imer, and the Retirement Board on the deficit that would be required 
at that time to continue the then current benefits, which were based on 
our tax rate then to go no higher than 3.75 percent; and I have made 
comparisons to this extent, that the railroad retirement annuities— 
we do receive—well, I would just like to mention one item in connec- 
tion with that. The average annuity is a fairer comparison than the 
maximum annuity, because more people receive an average annuity 
and less than 1 percent of our retired rail worker receive the maximum. 
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The average railroad retirement annuity, exhibit C, shows $95.49 in 
the 1953 Railroad Retirement Board’s own report, t: able B-9, at page 
102. That is for the year 1952 and 1953 report. 

The average annuity eos social security in current-payment status, 
in the Social Sec urity Bulletin, during March of 1954, shows $51.53, 
which is less than half as much as we receive for our average age 
annuity. 

Now, the interesting part about this is that during the month of 
March 1954, the same report shows $56.68 for the average social secu- 
lity age annuity and for a spouse $29.04. The spouse annuity is $5 
under ours, and the retirement annuity is again less than twice as much. 

Now, when you compare $57 for the average retirement annuity 
against $95, we are not getting twice as much, and I think that is the 
comparison on which you are receiving complaints and is directly re- 
sponsible for the tons of mail that Congress is getting. It is difficult 
for the average rank and file railway worker to understand this unre- 
lated discrepancy. All he knows is that he is paying retirement taxes, 
and all he knows is that his neighbor is paying social-security taxes 
and finally he knows that his neighbor gets more for a dollar than he 
does. That would be my answer to you there, on your question, 
Congressman. 

Mr. Bennerr. Well, the fact is that the Social Security Act, and the 
Railroad Retirement Act, are already integrated and were further in- 
tegrated under the amendments that were adopted in 1951. 

That is all, Mr. Chairman. 

The Cuatrman. Any further questions? 

Mr. Harris. Mr. Chairman. 

The Cuarrman. Mr. Harris. 

Mr. Harris. In that respect, I should like to call to the attention of 
the committee the provisions of the 1951 amendments to the Railroad 
Retirement Act, subsection 2 of section K, which provides that the 
Board and the Federal Security Administrator shall determine no 
later than January 1, 1954, the amount which would place the Federal 
old-age and survivors trust fund in the same position in which it would 
have been at the close of the fiscal year ended June 30, 1952, if the 
service of the employees after Dec vember 31, 1936, had been included in 
the term “employed” as defined in the Social Security Act and Federal 
Security Contribution Act. 

That does, of course, apply to the matter which has been suggested 
here and was mentioned by Mr. Stack a moment ago in a question that 
was directed to him. 

So, we do have this integration feature and what disturbs me about 
the problem is that there seems to be some question as to the soundness 
of the Railroad Retirement Act. Do you agree with that, Mr. Sands? 

Mr. Sanps. Well, I would agree with it in this respect, that I would 
accept their figures on the basis of a deficit, because every time social 
security from now on—and they are going to keep increasing their 
benefits, in my opinion—the railroad benefits are going to be matched ; 
survivor benefits are going to be no less than they receive, and in order 
for the retirement reserve to pay out more benefits, as the Social Secu- 
rity keeps on increasing their benefits, there could be no other answer 
than that there is a deficit. 

Mr. Harris. Well, I am not one of those—and I am not an actuary. 
T am an ordinary layman. 
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Mr. Sanps. I am not an actuary either. 

The Cuatrman. I would not say that you are an ordinary layman. 

Mr. Harris. I will accept the statement, with appreciation, of course, 
of the high compliment. 

But, the point is, 1 am one of those that do not agree that out of 
the experience which I have had in my service here since 1946 in 
connection with these highly complicated problems, I do not alto- 
gether agree that there is a deficit. Maybe there is over the long 
haul, but nevertheless, the contention is that there is a deficit. 

You have been interested, as you have said, and as Mr. Stack has 
said, and everybody else, including the members of this committee, 
in the soundness of this fund. Your first and primary interest is 
the soundness of this fund. Is that not right? 

Mr. Sanps. That is absolutely correct. 

Mr. Harris. All right. You have just said, a moment ago, and it 
is contended, that the railroad retirement system has got to be made 
financially sound, because of the deletion of the provision to which 
you refer. 

Now, it seems to me there is something wrong somewhere, because 
you contend, on the one hand, that you have a system under which 
the payments to the annuitants is one one-half, and yet you contend 
that you should get as much out of it, under that sound system—in 
other words you are paying three times as much in r: ailroad retire- 
ment taxes, you say, and you are getting very little benefits out of it. 

Mr. Sanps. Yes. The reason for that is because we have a small 
group of railroad employees as compared to a large group of the 
United States population, and if you recall, everytime, or most times 
if not everytime, they have increased the social-security benefits, they 
have included 5 or 10 million more people under their system, which 
reduces the level of cost. We cannot do that. 

Mr. Harris. But in 1990 those 5 million are going to have to be paid 
benefits. 

Mr. Sanps. That is right. 

Mr. Petiy. Will the gentleman yield for a different answer? 

Mr. Harris. I will yield for an answer, if I can get one. 

Mr. Petty. As I understand, those draw ing benefits under the social 
security to which comparison is made are getting some 48 times the 
amount of taxes paid and it is a pay-as-you go with reserve type of 
system, as against an actuarially sound system that is set up here. 

Mr. Hares. If my colleague and good friend is correct in that 
statement then the social security law as a law providing for sound- 
ness of the fund must be wrong. One or the other is wrong. 

I have only tried to make the point here, so far as I am concerned, 
as to what can we do to provide as great a benefit as possible with the 
amount of funds that are paid into the railroad retirement system 
by the employees and employers and still maintain a system which 
will guarantee benefit payments into the future. 

Consequently, I am somewhat disturbed by all of these contentions 
about it. There may be a lot of merit to this or that suggestion; but 
I think we are going to have to find out who is right. 

Now, if the contention is right here, there is something wrong with 


the railroad-retirement program or else there is something wrong 
with the social-security program. 








Naboo hk 


a 


| 
| 
) 





RAILROAD RETIREMENT LEGISLATION 117 


Mr. Bennerr. Will the gentleman yield? 

Mr. Harris. Yes. 

Mr. Bennerr. I do not think that it is so much a question that there 
is anything inherently wrong with either of these systems, but I think 
that it is being demonstrated now that Congress is going continually 
to improve our basic pension laws and social-security system, and the 
fact that we have permitted, if the present social-security bill passes, 
people employed in States and counties which have private pension 
plans of their own, to supplement their own plans with social security. 
That is not an indication that there is anything wrong with the civil- 
service pension plan in Michigan, we will say ; but it is a recognition of 
the fact that social security “does, as a broad basic system, provide 
things not provided in State plans. And here we are giving these 
people the right to take advantage of both systems, and it is becoming 
increasingly clear to me, at least, that there is not much basis for dis- 
tinction between the right of the railroad worker to have his own 
retirement system and social security, as well, as there are for a group 
of school teachers, or municipal employees, or any other group to have 
it. I think that is basic. 

Mr. Harris. Well, certainly what we are doing is to widen the dual 
benefit provisions so that any employees who can qualify under the 
two systems may be permitted to do so, just like it is with reference 
to the pension plan of some municipal or State employees, or anyone 
else. 

Mr. Bennetr. But, under the dual benefit system, he does have to 
go out and get other employment, whereas under the bill as passed, 
a man may stay in his present employment, work for a State or a 
municipality, and continue in that employment, and he may have the 
pension he now has in addition to social security. 

Mr. Harris. I grant you that it is logical, if you can get more out 
of it, by going into the system. Itisall right. But what I am a little 
bit concerned about is getting it integrated with the social-security 
system and finding out later down the line that you have got to take 

care of it by appropriating funds out of the Federal Treasury. Then 

you have got your railroad-retirement fund all tied up with it and it is 
gone. Now, that is the point that I raise here, upon which I want 
the benefit of any comment that you have to make. You say let us do 
it. 

You mentioned a moment ago about the 15-year employees being 
transferred. Well, of course, we have provided now that all 10-year 
employees be transferred, and that is on the basis that they have 
limited time. When we transfer those we are taking something away 
from them. It is admitted that we do that. 

Now, you want to transfer the 15-year men. If we are going to do 
that, why not transfer all of them? 

Mr. Sanps. I want to go on record as saying that we are not in 
favor of 100 percent coverage under the Social Security Act. We 
want to enjoy all of the benefits we now receive under the Railroad 
Retirement Act—including disability, which is a necessary protection, 
and a very good one, and we are proud of that protection under the 
Railroad Retirement Act. 

Social Security does not have that protection. 

Incidentally, I mentioned a little while ago that Social Security 
was already flirting with the idea that disability protection could 
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be provided without injuring the fund, because there is such a huge 
surplus. 

I still believe that plan No. 1 would be a nicer, smoother approach, 
if we know the cost, which I do not know, and I have kindly asked 
the chairman to obtain that cost figure from the Railroad Retirement 
Board. 

If the less-than-15-year workers are now receiving the same benefits, 
what is the difference? He gets the same railroad retirement annuity 
and the same survivor benefit; the same equivalent, now paid by 
social security, the railworkers do not care whether you call it social 
security or railroad retirement so long as they get more for their 
money. 

Mr. Harris. Now, would you be willing to repeal the whole Rail- 
road Retirement Act altogether and put them ander the Social Secu- 
rity Act and let the railro: ad employees then work out an arrangement 
with the employers like others do? 

Mr. Sanps. As an independent system ? 

Mr. Harris. Yes. 

Mr. Sanps. Not with the Government handling the funds, if that 
is what you mean. 

Mr. Harris. Yes. I am asking that question and I just wonder 
what response I will get. 

Mr. Sanps. No; I would prefer that the Government handle it. 
There is a $314 billion surplus that the Government has spent and, 
of course, it is in IOU’s, and all that sort of thing. I would not want 
to go into that. And, I believe that when the Government operates 
it it is a better protection to the workers; more so than an independent 
system, unless we had a credit union where all of the workers had a 
voice. 

Mr. Harris. You are talking here about the same thing, that the 
reason for doing this is because somebody else has the right to do it? 

Mr. Sanps. Well, may I sum it up this way, Mr. Chairman, that 
such figures are not available. If the figures were available for 
transferring workers with less than 15 years of service, we could get 
a total then and we would know what can be done. 

Mr. Harris. Mr. Sands, is it not a fact that there is something more 
important than just the figures that might be available here? Is not 
the basic principle involved as to the kind of railroad retirement 
program you are going to have? 

Mr. Sanps. No, sir. Mr. Wolverton said yesterday that there has 
been 30 bills introduced on railroad retirement. 

Mr. Harris. Well, that does not necessarily answer the question I 
asked. I am talking about the real problem here. 

Mr. Sanps. And the cost was not given in most of those bills, and 
it should have been given. If I understand and remember correctly 
what hapvened here yesterday morning—the point is that the sub- 
ject of cost is why we are here during this hearing, to provide the 
benefits that our forum is trying to obtain for our members and 
for the Nation’s railworkers. 

Mr. Harris. Well, it is one of the old customs, and we are all glad 
to have that privilege, to try to get as much as we can out of something 
that is available to a given group of people. I might say that it is 
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an old American custom to put as little in and take out as much as 
possible. 

Mr. Sanps. That is right. 

Mr. Harris. Well, after all, though, there has got to be some real 

responsibility, which I referred to a moment ago, as a matter of 
principle and basic policies, with reference to these things. The first 
objective is a sound fund, to see that these funds are maintained so 
that they can meet the payments. Isthat true? 

Mr. Sanps. That is correct. 

Mr. Harrts. I believe that is all, Mr. Chairman. 

Mr. Hesevron. Mr. Chairman. 

The Cuarrman. before recognizing Mr. Heselton, I want to say 
that I do not want anything that has ‘been said here to indicate that 
there is any thought in my mind that if there were integr ation of these 
funds as between those that are now provided for 10 years’ service and 
those beyond that, that that would lead in my opinion to the thought 
that there was any need or necessity of doing away with the Rail- 
road Retirement Act as it is. I have no thought in mind that it is 
necessary to change, other than what is necessary to bring about that 
integration, but it would still be operated by the same Board and by 
a Board selected in the same manner that the Board is now selected 
and for the same purpose that it was originally inaugurated. 

Mr. Hesevron. Mr. Sands, I assume that you are thoroughly fa- 
miliar with the reports of the Joint Committee on Railroad Retire- 
ment Legislation which was filed January 9, 1953; is that right? 

Mr. Sanps. I have read the report; yes, sir. 

Mr. Hesevron. And in particular I call your attention to chapter 
11, with reference to integration with the social-security system of 
the railroad-retirement system. 

I note that on page 691 there is this sentence : 

Fantastic claims as to the financial advantages of integrating the two systems 
have been made by at least one pension organization which supports such 
integration. 

I do not know whether that is your organization or not. Do you 
know? 

Mr. Sanps. No, I do not know. I may, in answer to your state- 
ment, say there was a pension conference from Connecticut that wanted 
30-year pensions; pensions based on 30 years, regardless of age, which 
in my opinion is fantastic. 

I would like to think that that is who they meant. 

Mr. Hesevron. I would like to refer to a paragraph on page 693: 

Finally, as pointed out by the statement filed by the Railroad Retirement Board 
in answer to the committee’s questionnaire, comparisons between taxes and 
benefits of the two systems are misleading because they overlook, in addition 
to the points already mentioned, the fact that such averages do not reflect the 
large sums of money payable to disabled employees, retired employees working 
in social-security employment, and survivors, pensioners, early annuitants, and 
others who would not have qualified at all for social-security benefits. 

Since you have given us in considerable detail comparisons between 
the two systems, I wish you would comment on that particular para- 
graph. 

Mr. Sanps. Well, I will try, Congressman. 

The fact that such averages do not reflect the large amount of 
money payable to disabled employees, retired employees, working in 
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social-security employment, and survivors, pensioners, early annui- 
tants, and others who would not benefit, we had to take care of pension- 
ers when the act began who paid nothing into the fund and that cost 
plenty of money, that we now are still paying out of our 6% percent, 
while they remain alive, and also those who have been given credit 
for prior service who have retired since 1937, and will in the future. 
They have not paid into the fund as much as those who will pay in 
from 1937 on. 

And, that money has to come from somewhere, and because our 
number, total number of employees is so small, by comparison to the 
total number of workers covered by social security, the cost is higher 
under the railroad-retirement system to anyone who collects, versus 
the total cost of all those who collect under the social-security system. 

Mr. Hesevron. That may be an answer, but certainly I do not believe 
it is the complete answer. 

May I ask you this: In making your computations, did you take 
into account that particular conference of the Railroad Retirement 
Board in connection with the comparison of taxes and interest of the 
two systems 4 

Mr. Sanps. May I answer? 

Mr. Haseuron. Yes. 

Mr. Sanps. The comparison that I took into account is the fact that 
survivor benefits were paid to families under social security, 10 years 
prior to our receiving any survivor benefits. 

Now, if they could receive all that, then for 1 percent, it is again 
the amount of employees who pay less for benefits under their sy stem 
and, we have a smaller system. We have to pay more and get less 
benefits. That would be my answer. 

Mr. Hesevron. That is all. 

The CHamman. Are there any further questions ? 

Mr. Sraccers. Mr. Chairman. 

The Cuatrman. Mr. Staggers. 

Mr. Staccers. Mr. Sands, have you made a poll of your membership 
as to—first, I would like to say that you have made a good case for 
the social security. I think you have made a good argument as to the 
benefits paid under the social security. 

I want to ask you if you have made a poll of your membership in 
anyway as to whether they prefer to be under social sec urity or whether 
they want to keep the Railroad Retirement Act that they have and 
have social security in conjunction with it; or do they just want to be 
integrated halfway, or the whole way. Have you talked with your 
members about that? 

Mr. Sanps. Yes. The consensus of opinion is—and I want again to 
go on record, so that I will not be misquoted in print—the consensus of 
opinion among all of the Nation’s rail workers is that we do not want 
to go entirely under the social-security system 100 percent, and the 
plan in mind which would be agreeable, answering your question, 
to the workers is they do not care “how these amounts are arrived at; 
where they come from, so long as they receive them, and in my opinion 
would be, possible under a combination of the social-security and 
railroad-retirement systems: but not as complete single individual 
social-security system: no, sir. 

Mr. Sraccers. Well, I do not know whether that is the answer or 
not. I asked if you had made a poll as to whether they wanted to 
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continue the railroad-retirement system and you say that they do 
and then you follow that by saying that they want to get the best out 
of the social security, plus what they have. 

Mr. Sanps. That is the answer to the poll. 

Mr. Staccers. That would be the answer? 

Mr. Sanps. Yes; we have polled our members and they do not want 
complete social-security coverage. 

Mr. Sraceers. They want what they can get the best out of? 

Mr. Sanps. Yes, sir. 

Mr. Sraccers. Most railroad workers I have talked to—and my 
home town’ is a railroad town—say that they want to be kept under 
the railroad-retirement system entirely. I do not say that if you 
asked them if they did not want to get what they could out of social 
security that they would not want to do that. That is only human. 
But, I do not think tha they want to give up the railroad-retirement 
system. I do not believe that the ones I have talked with do. 

Now, you say in your testimony that it makes a big difference in 
what they pay and what they get. 

Now, if what Mr. Pelly just said a few moments ago, is correct, 
that at the present time they are getting 48 percent more benefits 
than they pay in taxes under the social security, can you reconcile 
that then, with the committee’s attitude in keeping the railroad- 
retirement pension fund sound ? 

Mr. Sanps. Yes. 

Mr. Sraccers. You can? 

Mr. Sanps. Yes, sir. 

Mr. Staccers. Well, I do not know. It may be. I am trying to 
think of the railroad men themselves, and the future, and the fact 
of being tied up here in something — the Government has to guar- 
antee, or has guaranteed in future years and that might be in 30, or 
40, or 50 years from now, that they salah have to be paying into, and 
that this railroad retirement fund might be wiped out. 

Has that been suggested, that possibility ? 

Mr. Sanps. I do not think so, because in my opinion, the rail workers 
are interested enough, including—the rail brotherhoods, to prevent 
something like that, in answer to your question. And, all of the rail 
workers would fight to the last ditch to protect our system. Prior 
to the Crosser amendment, our tax rate was never to go higher than 
334 percent, and we received $120, and that was to be in perpetuity, 
according to all of the actuarial experts, and the $120 would have been 
payable to a man after he qualified, for 3.75 percent. 

Well, we are now paying 6.25 percent and, of course, 3 percent of our 
payroll which is 1.50 charge: ible to the employee, and the same to the 
employer for the payment of — or benefits that should come out 
of the social security fund, as I said, in my opinion, and I believe 
figures could be assembled along a lines. I have never seen figures 
assembled by the Board to indicate what could be done under a com- 
bined system. 

It has been suggested several times, but figures have never been 
presented or produe ed rather. 

Mr. Sraceers. Under combined figures, you mean for both systems ? 

Mr. Sanps. Yes. It would be interesting to see the figures based 
on the combined set up. 
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Mr. Sraccers. It would be interesting. I am going back to the 
same point again, as to whether your membership would be in favor 
right now, if you were to take a vote—— 

Mr. Sanps. On combining ¢ 

Mr. Straaccers. Yes. 

Mr. Sanps. Yes. 

Mr. Sraccers. They would be? 

Mr. Sanps. Yes, sir. 

Mr. Sraccers. Now, as I say, that is different from the informa- 
tion I get. I have only talked with a few. But, they do talk with 
me, my town being a railroad town. ' 

I would like to know what the membe rship of your organization is. 

Mr. Sanps. I believe, Mr. Staggers, that is one that I am not sure 
of. I do not keep track of that. 

Mr. Stack would be the one to answer that. That is out of my 
department. 

Mr. Sraccers. You do not know ? 

Mr. Sanps. No, sir. 

Mr. Sraccers. You do not mean to say that you are a research man 
and do not know how many members you have ? 

Mr. Sanps. Our membership figures have changed. In the last 
several months we have been receiving quite a few members. I will 
say that. The latest figure—I would like to give you an accurate 
figure, being a research man, and I cannot give you an accurate figure, 
and Mr. Stack is here, and he can. 

Mr. Sraceers. I will let that stand. Since that question has been 
asked, I will ask you how much of a staff you have. 

Mr. Sanps. May I ask you a question? Am I out of order? 

Mr. Sracerrs. I do not believe so. You see, I am not on the stand. 
I just want to get some information for the committee. I am not 
answering myself. 

Mr. Sanps. Well, I would say this, for 8 years I have been with 
our organization. I have been editor of Rail Pension News, for 8 
years. I have studied accounting at the University of Maryland, night 
school, and I have made a serious approach to what was wrong, or 
what we thought was wrong with our railroad retirement system. 
I would like to believe that the testimony I have presented here today 
makes sense enough to qualify me for that title, if that is what you are 
asking. 

Mr. Sraccers. No I am not attacking your testimony or anything 
you have said. I think it is very good and very fine. I just raised the 
question there, since you did not know the membership, how much of 
a research staff you have. You are the research staff ? 

Mr. Sanps. Yes, sir. 

Mr. Sracerrs. Oh, I see. Well, I am not attacking your testimony. 

Mr. Sanps. I misunderstood you. I apologize. 

Mr. Sraquers. I said that it sounded good I mean the whole thing 
does, and a lot of it is very logical. I am not questioning that a bit. 
That is all, Mr. Chairman. 

The Cuatrman. I have noticed some times, Mr. Staggers, there is 
a difference of opinion between research operators and actuaries, to 
such an extent that the more you get together under one flag, the more 
difficulty there is about arriving at a decision. So, Mr. Sands is in 
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a fine position to make a definite statement, arrive at a definite opinion, 
because he only has himself to satisfy. 

Mr. Sraccers. I will accept that, Mr. Chairman. That is all the 
questions Ihave. Iam not attacking anything that you have to say, 
Mr. Sands. I just want you to understand that, you or Mr. Stack 
eithés one. As I say, 1 think it sounds good. I am just trying to get 
information as to where you got your information and how much you 
have. That is all. 

The Cuamrman. Are there any further questions 4 

Mr. Busu. Mr. Chairman. 

The CuatrMan. Mr. Bush. 

Mr. Busw. Mr. Sands, did I understs ind you to say that your people 
would be willing to have you deduct 2 2 percent for the 614 percent that 
you pay and have that apply to social-security benefits ? 

Mr. Sanps. Yes. sir: that is correct. 

Mr. Busu. As to the social-security benefits, if it were found that it 
Was hecessary to raise that amount to 6 percent in the future, would 
your people still be willing to have that deducted from their 61 
percent ¢ 

Mr. Sanps. May I answer you this way, that every 2 years since 
1%). 50—this is 1954—social secur ity has increased their benefits, and, as 
time goes on, and has gone on, the fund has been found to be actuari- 
ally sound and is considered to be actuari: ally sound until the year 
1990. I doubt if most of us will be here then. And, I believe that the 
future, in the next 20 years, it is well taken care of at the present rates 
that have been established by social security. It will amount to 31 
percent in the year 1970, and according to Mr. Staats’ report, if more 
workers are added under social secur ity this will reduce the level cost 
und in the years to follow the cost should be less, and our railroad 
retirement cost would be less. 

In other words, we should be able to get all their benefits plus the 
railroad-retirement benefits, a total of bigger benefits than we now get 
for the 644 percent. 

And, as the social-security amounts rise, your railroad-retirement 
umounts have to be matched. That isin the law. The law now guar 
antees that we shall receive no less than social security pays on our 
survivor benefits, and the minimum retirement benefits. 

So I would say that it would take care of itself between now and 
1990 and then will be time to worr y, after the year 1990. 

Mr. Bus. Well, there is some thought that the social secur ity might 
have to be raised sometime in the foreseeable future in order to con 
tinue paying the present benefits, or higher benefits, and if we continue 
paving higher benefits each year, we are going to have to increase the 
amount of money that is paid into the fund. 

Now, getting ‘back to the railroad retirement fund: You said that 
you were very anxious that the fund be kept solvent. I think we all 
agree to that. We want the fund kept solvent. 

When you take 2 percent out of the fund, you are reducing the in- 
come that is being paid into that fund, are you not? 

Mr. Sanps. Yes, sir. And, at the same time you are also reducing 
the liabilities, if it is going to be paid by social security; future 
liabilities. 

Mr. Busu. Have you had worked out then what the soundness of 
that fund would be with that amount being taken out of it? 

19702—54 9 
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Mr. Sanps. No. AsI said, to Congressman Staggers, figures would 
have to be produced and could be produced to determine it. I will be 
honest with you and say this, that the idea may not work. I am of- 
fering it as a plan to meet the cost of our system and what we believe, 
and the vast majority of the Nation’s railroad workers want the age 
lowered to 60, after 30 years of service, based on our 5 years of highest 
earnings. 


Mr. Busn. That is all. 


STATEMENT OF HON. FRED E. BUSBEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ILLINOIS 


The Cuarrman. The Chair will recognize at this time Mr. Busbey. 
Mr. Busbey is a former member of this committee and was very 
zealous in his work on the committee, and served in a manner that we 
have all appreciated. He is here and it is necessary for him to leave 
for another engagement. We know that he is a very, very busy man 
on the Appropriations Committee. 

So that the committee will hear Mr. Busbey at this time. 

Mr. Bussey. Thank you, Mr. Chairman. Mr. Chairman and mem- 
bers of the committee, I assure you that my remarks will be very 
brief, and I appreciate the courtesy accorded me. I certainly would 
not take it upon myself to tell this committee anything about H. R. 
5269 or H. R. 7843, because I realize that this committee and its very 
efficient staff are in a position to evaluate the testimony before this 
committee much better than I am as an individual, although I pre- 
viously served on this committee and have a warm spot in my heart 
for the committee. 

I only ask the committee, Mr. Chairman, to permit me to tell you 
that Mr. Tom Stack, who is president of the National Railroad Pen- 
sion Forum, is a very close intimate friend of mine, and has been for 
many, many years. He is one of my valued neighbors in my con- 
gressional district in Chicago. He is one of our outstanding civic 
leaders. Like all of the members of this committee, I, of necessity, 
have come in contact with a great many representatives of various 
organizations over a long per iod of years. In all my years in Wash- 
ington, I have never met anyone who, in my estimation, is more de- 
voted to his work than Mr. Tom Stack. I can attest that he is 
absolutely honest and sincere in his work for adequate pensions for 
railroad employees. 

I know he is giving his entire life to it. He works twice as long 
every day on this problem of pensions for railroad employees as I 
think he should, but that is just Tom Stack. He would not be Tom 
Stack if he did not do it. 

I just wanted this committee to know of my own personal admira- 
tion of Tom Stack, my opinion of what a valuable man he is as presi- 
dent of the National Railroad Pension Forum, and how dedicated he 
is to his work. 

Thank you very much. 

The CHarrman. We thank you, Mr. Busbey, for your statement 
giving your estimate of the gentleman whom we have known for some 
years. I think those of the committee who have had contact with 
Mr. Stack can agree with what you said. He certainly is a hard 
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worker and we know of his desire to be helpful to the retired railroad 
employees. Thank you. 

Mr. Bussey. Thank you, Mr. Chairman. I have been very happy 
to have been associated with Mr. Stack and his group over the years 
in trying to work out a fair and equitable solution to the pension 
problem of the railroad employees. 

Mr. Strack. Thank you, Mr. Chairman, and thank you, Mr. Busbey. 

The CHairMan. The committee will stand in recess until 2 Patek. 

(Thereupon, at 1 p. m., the committee took a recess until 2 p. m., 
of the same day.) 


AFTER RECESS 


The hearing was resumed, pursuant to the taking of the recess, 
Hon. Charles A. Wolverton (chairman) presiding. 

The CuatrMan. It has been suggested that we hear at this time 
Mr. Lyon, representing the Railway Labor Executives Association. 


STATEMENT OF A. E. LYON, EXECUTIVE SECRETARY, RAILWAY 
LABOR EXECUTIVES ASSOCIATION 


Mr. Lyon. Mr. Chairman and gentlemen of the committee, my name 
is A. E. Lyon. My address is room 405, Labor Building, 10 Inde- 
pendence Avenue SW., Washington, D. C. I am executive secretary 
of the Railway Labor Executives Association. I appear here as the 
representative not only of the railway labor organizations which 
comprise that association, but also in behalf of the four train and 
engine service brotherhoods. I appeared in the same capacity when 
your committee held hearings on H. R. 7840 in March of this year. 

The four brotherhoods to which I have referred io Saunas 
of Locomotive Engineers; Brotherhood of Locomotive Firemen and 
Enginemen; Order of Railway Conductors; and Brotherhood of Rail- 
road Trainmen. 

The Railway Labor Executives Association speaks for 18 national 
railroad labor organizations. I shall not take your time to read their 
names unless you wish, but I would like to have a list of them included 
in the record at this point, if I may. 

The Cuarrman. If you have that prepared, it will appear in the 
record. 

(The list above referred to is as follows :) 

Switchmen’s Union of North America 

The Order of Railroad Telegraphers 

American Train Dispatchers’ Association 

Railway Employees’ Department, A. F. of L. 

International Association of Machinists 

International Brotherhood of Boilermakers, Iron Ship Builders, Blacksmiths 

Forgers and Helpers 
Brotherhood Railway Carmen of America 
Sheet Metal Workers’ International Association 
International Brotherhood of Blectrical Workers 
International Brotherhood of Firemen and Oilers 
Brotherhood of Railway and Steamship Clerks, Freight Handlers, Express and 

Station Employes 
Brotherhood of Maintenance of Way Bmployes 
Brotherhood of Railroad Signalmen of America 
National Organization Masters, Mates and Pilots of America 
National Marine Engineers’ Beneficial Association 
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Hotel and Restaurant Employees’ and Bartenders International Union 
Railroad Yardmasters of America 
Brotherhood of Sleeping Car Porters 

Mr. Lyon. The 22 national railroad labor organizations for whom 
I am appearing are the officially designated and recognized representa- 
tives under provisions of the Railway Labor Act of substantially all 
of the railroad workers of our country. 

As I stated when I appeared here on March 9 and 10 of this year 
in behalf of H. R. 7840, the standard railroad labor organizations have 
a vital interest in the railroad retirement system. It was in large part 
due to their activities, as the representatives of railroad workers, 
that the railroad retirement system was established. 

Members of this committee will recall that the present system was 
created in 1937 as the result of an agreement between these unions 
and the railroad companies as represented by the Association of 
American Railroads. The numerous changes that have been made 
in the system since 1937 have followed recommendations made to the 
Congress by these organizations—in some cases with the concurrence 
of the railway companies. 

As I stated in March, the standard railroad labor organizations 
maintain a constant review and study of the operation of the railroad 
retirement system and we are constantly examining the possibilities 
of improving the benefits to railroad workers and their families. We 
are not only concerned with the adequacy of benefits, but we also 
place the greatest importance on financial soundness and permanence. 
Prudent financing and lasting security for such a retirement system 
have never been ignored or lightly considered by these organizations. 
If we were to do so, we would not be faithful to the trust imposed on 
us as the representatives of the employees. 

For some 5 months prior to the introduction of H. R. 7840 on 
February 12, representatives of all the standard railroad labor organ- 
izations engaged in a serious of conferences to determine what changes 
in the railroad retirement system we should jointly recommend for 
enactment in 1954. These conferences were attended by the principal 
executive officers of the unions and by their legislative representatives. 
We had the advice and counsel of technical and legal experts and we 
had the benefit of information supplied to us, at our request, by the 
able technical staff of the Railroad Retirement Board. We examined 
and studied a large number of proposals which had been made for 
changes in our retirement system. As TI stated here in March, the pro- 
posals contained in H. R. 7840 were the result of our careful con- 
sideration of this entire matter. It is our considered judgment that 
these proposals are necessary and feasible and that they should be 
enacted. It is also our considered opinion that other changes, such as 
are proposed in the various other bills pending before the committee, 
should not be favorably considered at this time. 

We are in general agreement with the testimony presented to your 
committee on June 2 by Chairman Kelly for the Railroad Retirement 
Board. The Board has accurately described the present method of 
financing of the railroad-retirement system. This method was de- 
liberately and carefully chosen by the railroad unions, by the railroad 
companies and by the Congress, when the system was established. We 
think that experience has shown that the choice was a wise one. We 
think that it would be folly for us to now permit the substitution of 
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some sort of a pay-as-you-go plan for the sound and successful system 
which we have carefully created and maintained. It is of the utmost 
importance that railroad workers who have already retired and the 
many who will retire in future years have a safe, sound, and permanent 
retirement program. We are confident that no Member of the Con 
gress will knowingly be a party to an action which would likely result 
in these retired persons being deprived of the retirement incomes that 
they may properly expect. 

I respectfully suggest that Members of the Congress should not 
allow their attention to be diverted from the basic principles and 
fundamentals of a sound and safe railroad retirement program by the 
numerous proposals and expressions that come to them from various 
sources. It is only natural out of the vast army of workers in this 
country’s vast railroad industry that there will be persons who will, 
through lack of understanding or for other reasons, be constantly 
advocating bigger and better benefits without considering the inevita 
ble effects if their proposals should be adopted. It is not difficult 
to get railroad workers, as well as other citizens, to sign petitions 
or form letters to Members of Congress without knowledge or investi- 
gation of the subject involved; and it is not too difficult, with respect 
to a certain percentage of persons, to get them to contribute a dollar 
a year, or some such amount, to some group that promises something 
that may look good on the surface but which is really unsound and 
harmful. 

I respectfully suggest, on the other hand, that Members of 
Congress are not likely to make a mistake in giving careful con 
sideration to the proposals concerning railroad retirement which are 
presented by the standard railroad labor organizations. These or- 
ganizations have a long, respected and honorable history of efficiently 
representing the wishes and the needs of railroad workers. They 
are made up of much more than a million good citizens of this country. 
They are democratic institutions. Many of their administrative and 
parliamentary procedures are similar to those of our Government. 
They have thousands of local unions or local lodges and other bodies 
where all matters of interest or importance to railroad workers are 
discussed. They have periodic conventions of elected representatives 
where policies are determined by democratic processes. The persons 
who hold offices in these unions are railroad workers who have been 
elected by their fellow workers to positions of responsibility and 
trust. I submit that consideration of these facts should add up to a 
justified conclusion that such organizations properly reflect the best 
thinking and best judgment of the vast majority of the railroad 
employees of our country. 

The Railroad Retirement Board, in its statement presented on June 
2, classified the various bills which are before your committee into 
several categories, on the basis of the proposals being made. I think 
that most of them might be properly classified in another way. It is 
evident that a number of them are bills which have been introduced 
by various Members of the House of Representatives at the request of 
one or more of the several pension conferences, associations, or 
forums which solicit support and money contributions from railroad 
workers who would like to have bigger and better retirement benefits. 
It seems evident, also, that some of the bills have been introduced in 
an effort to deal with the cases of individuals in some congressional 
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district, and it is a most commendable thing for a Member of Congress 
to try to help one of his constituents. xh aye 

As to the first group of bills which I have mentioned, it is of interest 
to note that none of them have been introduced by members of this 
committee. It also seems to be a fact that the Members of the House 
who have introduced them have done so without careful examination 
of their financial implications, or they have made it clear that they 
only desire that the committee favorably consider them if the pro- 
posed benefits can be provided without endangering the financial 
stability of the railroad retirement account. The standard railroad 
labor organizations believe that the cost figures supplied to the com- 
mittee by the Railroad Retirement Board are substantially correct. 
We think that the conclusion must be reached that none of these bills 
should be favorably considered. 

Mr. Chairman, I do not intend to take the time to discuss these 
bills individually. I think probably other witnesses have done so sufli- 
ciently, or perhaps Mr. Fort will deal with the matter in more detail, 
and I believe the general statement that I have made is probably 
adequate. 

I want to add, however, a few words about the bill pending before 
your committee and which is supported by all of these unions that I 
speak for, and we want to renew our request that the committee fa- 
vorably consider H. R. 7840. We believe we made a convincing pres- 
entation of the desirability of this measure when the hearings were 
held earlier this year. 

It will not impair the financial stability of the railroad retirement 
account but will, on the other hand, improve it. The proposal it con- 
tains to change the creditable and taxable base of $300 a month to $350 
a month will provide additional revenues and permit the payment of 
more adequate benefits. A similar change has been acted by an almost 
unanimous vote of the House during the past few days with respect 
to the old-age and survivors insurance system of the Social Security 
Act. 

The provisions of H. R. 7840 are moderate and provide a carefully 
considered program which should be enacted this year, and we respect- 
fully urge the committee to give that bill its early and favorable 
consideration. 

During the course of the discussion yesterday, some questions were 
asked about cost estimates and several questions, I believe, were asked 
about whether or not the cost figures supplied by the Railroad Retire- 
ment Board included or excluded the estimated cost of the enactment 
of H. R. 356 which, as pointed out, was passed by the Senate yester- 
day. I want to call attention, simply to clear up any misunderstand- 
ing about the Railroad Retirement Board’s estimates. You perhaps 
recall that in March we presented detailed figures to show if H. R. 
7840 were enacted, that the presently estimated payroll cost of 13.41 
percent would be reduced to 13.29 percent. The Railroad Retirement 
Board’s estimates of the cost of H. R. 356 if it should be finally ap- 
proved has been repeatedly stated as 0.15 percent. I assume it would 
would be proper to add that 0.15 percent to the 13.29 percent, which 
would produce a figure of 13.44 percent. 

I call your attention to the fact that if H. R. 7840 is enacted and 
H. R. 356 is also enacted, the cost figures are still within the range 
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of 1 percent which we have frequently said is a safe range. ‘Those 
are the best figures I know of and they are the figures of the Retirement 
Board. 

I mention that solely because I think there might have been some 
confusion yesterday in the discussion of the subject. 

That is all I care to say at this time. 

The CHatrman. Are there any questions? 

Mr. Hesevron. I do not recall what percentage Mr. Kelly said 
would cover the present situation of the fund plus H. R. 356. Do you 
have that percentage there ? 

Mr. Lyon. Mr. Heselton, this tabulation Colonel Kelly presented 
yesterday contains the estimated cost figure on the first page of H. R. 
356. It shows $7.5 million annually and the percentage cost is 0.15 
percent. That same figure, I believe, was used before your committee 
when your committee was considering it. 

Mr. Heseiton. He gave a percentage figure of (0.9 exclusive of H. R. 
356; so that the two should be added; is that right ? 

Mr. Lyon. That would be true if you did not enact H. R. 7840. 
If you enact H. R. 7840 you will actually make a saving, so it won’t 
be exactly that. Here is what the situation would be. 

At present there is an estimated deficiency of 0.91. That is the 
difference between 12.50 and 13.41. If H. R. 7840 is enacted giving 
us additional revenues and also supplying additional benefits, you will 
still have some improvement. That 0.91 figure will be reduced to 0.79. 

Assuming H. R. 7840 is enacted and H. R. 356 is enacted, it seems 
to me it is appropriate that you would add 0.15 to 0.79. 

Mr. Heseiton. As I recall the testimony in previous years, there 
seemed to be fairly substantial agreement that an indicated deficiency 
in that area was not a serious matter; that experience demonstr ated 
the actuaries were apt to err on the caution side, and quite properly so, 
and experience did not indicate any real danger. Am I correct ? 

Mr. Lyon. Yes, sir; our unions have found that repeatedly, and 
I think experience has borne out that we were right. 

Mr. Priest. I did not quite understand your answer, Mr. Lyon. 
Do you consider that 1 percent is a safe margin ? 

Mr. Lyon. Yes. We have said on the basis of estimates that 1 
percent either way was not a serious matter to be contended with 
immediately. Over a long period of years, of course, it has to be 
adjusted; but there have been mi ny occasions in the past when esti- 
mated figures showed deficiencies of that kind, or even greater, and a 
few years’ experience has shown it was not too serious a matter. Of 
course there are a number of factors that operate all of the time and 
estimates, of course, have to be revised from time to time; but we 
believe that an estimated deficiency of 0.94 which would be the result 
of what I have described, is not a situation that needs to alarm us at 
the present time. 

This matter is going to be reviewed, I think, on an average of every 
2 or 3 years for a long time in the future and if we hold to the funda- 
mental philosophy of 7} proper financing of this system and will be alert 
about it and intelligent about it, we need not worry about that kind 
of a deficiency in my opinion. 

Mr. Priest. But if the deficiency went any beyond 1 percent, you 
would consider that was somewhat risky ? 

Mr. Lyon. I think so; yes, sir. 
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Mr. Priest. Thank you for yielding to me, Mr. Heselton. 

Mr. Heserron. Mr. Lyon, when you were here in March, you sub- 
mitted to the committee a copy of a press release from Secretary 
Mitchell, containing a copy of a letter addressed to all State governors, 
dated February 16, 1954, and a copy of a letter addressed to all State 
Employment Security Administrators also dated February 16, 1954, 
and called attention to the fact that the letter states at the outset that 
the Secretary is writing at the suggestion of President Eisenhower, 
and you referred to the paragraph indicating that the Federal Ad- 
visory Council on Employment Security took action supporting the 
President’s recommendations on improving weekly benefits and rec- 
ommending that in each State the maximum weekly benefit amount 
should be equal to at least 60 to 67 percent of the State’s average 
weekly wage. Are you able to advise us now as to what happened 
as a result of that effort in the States ? 

Mr. Lyon. No, Mr. Heselton, I have no current survey. I think 
some progress has been made, but I really do not know how much. 

Mr. Hesevron. Mr. Harris inquired rather closely about the un- 
employment question. What has the situation been since you testi- 
fied? Has it been better, about the same, or worse / 

Mr. Lyon. I think there has been some improvement in railroad 
unemployment since March, but not a great deal. 

Mr. Heseiron. Have you any way of estimating or making an 
approximation as to whether it looks as though it remains the same, 
better, or worse ? 

Mr. Lyon. I think the best estimates I have seen are made by the 
railroad companies. I think they look for improvement. Of course 
some of their top people in the country are here and perhaps will 
want to speak for themselves about that. But according to what I 
have read, and I have read a number of quite optimistic statements 
from railroad presidents and others recently, they look for improve- 
ment and I hope they are right. 

Mr. Hesetton. I think that is all the questions Ihave. Thank you. 

The Cuarrman. Are there any further questions? 

Mr. Petry. Mr. Lyon, you heard this morning the questions di- 
rected to Mr. Stack regarding social security integration possibility. 
I seem to recall that last year the brotherhoods were not very en- 
thusiastic about any idea of utilizing social security, Am I correct 
in that? 

Mr. Lyon. Mr. Pelly, I think from the discussion here this morn- 
ing that several members of the committee have overlooked what the 
present situation is. Of course when we talk about integration, some- 
times one person means one thing and someone else means another. 

The railroad workers of this country and the railroad unions cer- 
tainly oppose any absorption of our railroad retirement system by the 
social security system. We have a separate system because we wanted 
it and Congress agreed that we should have it. We are going to insist, 
if we can, that we keep the separate system, but the 1951 amendments 
which were enacted provided a financial interchange as it is fre- 
quently called that gives our system practically all of the advantages 
that could be secured if we had what is known as integration generally. 

What we are actually doing I think can be very simply stated. It 
is spelled right out in the 1951 amendments to our law. We have 
assumed on the one hand that railroad workers were covered by social 
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security from the beginning, from back in 1937, and we have credited 
them with the taxes we have paid, that every employee would have 
paid from that time up to now. On the other hand, they are crediting 
us with benefits that they would have had to pay under the social 
security system if we had been covered. 

Of course it has been necessary from the very beginning of the 
establishment of the railroad retirement system that we had some- 
what of a different situation as to ages, the number of women em- 
ployed in the industry, and things of that kind make cost factors 
somewhat different from the average group of people. 

It was away back in about 1937 when the Chairman of the Social 
Security Board and the Chairman of the Railroad Retirement Board 
exchanged correspondence on that very subject, as to whether or not 
there should not be an exch: ange of credits and debits, you might call 
them, so that the social security system would neither gain nor lose 
by the separate existence of the railroad retirement system. And that 
was exactly what we did in the 1951 amendments, and that is in 
operation now. And it was partly on account of savings that our rail- 
road retirement account makes in that way, that we are able to prop- 
erly finance some of the benefits you enacted in 1951. 

You will pardon me for giving such an extended answer—— 

Mr. Petry. That is what I want. 

Mr. Lyon. But | would like to call attention, if I may, to some dis- 
cussion that appears on the subject in this report entitled “Retirement 
Policies and the Railroad Retirement System,” which is the product 
of the Joint Committee on Railroad Retirement Legislation of the 
Senate and House. I think Mr. Heselton referred to it briefly this 
morning; but, if I may, I would like to read just. a few sentences which 
I think will explain what I am trying to say in my words probably 
better than Ican. This is quoted from page 691: 

Under the financial reimbursement provision, the railroad fund is credited or 
charged with the amount that its separate existence has saved or cost the OASI 
fund—in effect, OASI pays the railroad retirement account the amount of 
benefits due rail workers by virtue of railroad service, had it been covered, in 
exchange for railroad retirement paying the OASI fund the amount of taxes 
which such workers would have paid. This is equivalent to purchasing social 
security benefits for railroad workers as a whole, rather than each worker 
individually, by paying to the social security fund an amount equal to the taxes 
which would have been paid by such workers and their employers under social 
security, had railroad service been covered, and receiving from that fund an 
amount equivalent to the benefits which the social security system would have 
paid to such workers. An integrated system would not change this, in effect. 
Thus the basic savings which would be gained from social security coverage 
are now automatically realized by the railroad retirement system as a whole, 
instead of on an individual basis by the individual workers in it, whose gain 
comes from the additional benefits made possible by these increased revenues 
being available to the railroad retirement system. 

Mr. Fort has suggested that there is a sentence preceding that that 
will be helpful, and let me read the short paragraph that precedes 
what I have just read: 


It should be stated at the outset that the most important step toward financial 
integration was achieved in the 1951 amendments by means of the financial 
interchange provision, which has been described and analyzed. The Social 
Security Administration describes this as “complete financial coordination” 
and states that they “do not believe that there would be any equitable way 
to extend or modify the financial coordination of the two programs to gain a 
financial advantage to the railroad retirement program.” 
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I think the whole subject is very adequately dealt with there and 
I would hope members of the committee who have not had an oppor- 
tunity to examine it might do so; because in my opinion we have 
accomplished all of the financial advantages that can be accomplished 
by cooperation or integration financially of the two systems. In 
other words, what we have already done is to purchase social security 
benefits for railroad employees at the price that they would have paid 
if the Social Security Act covered them and, because of the different 
situations that apply to the general population contrasted with the 
railroad group, have no certain financial advantages from it, and we 
are already getting it. 

Mr. Petiy. There were two suggested plans given by Mr. Sands 
which I would say from your present testimony you would not approve 
of because already, according to your testimony, you are getting all 
of the benefits of social security that you could get. 

Mr. Lyon. I do not recall anything Mr. Sands said that I ap- 
prove of. 

Mr. Carrice. I was not here this morning, but are the unions now 
in accord on their support of H. R. 7840? 

Mr. Lyon. Yes, sir. That bill was introduced on February 12 at 
the request of our unions. The chairman of this committee, Mr. 
Wolverton, so stated when he introduced it. We were in unanimous 
agreement that that was a proper program for this year, and we have 
not changed in the slightest degree. 

Mr. Carrigc. There was some little divergence of opinion which 
appeared at that time, was there not? 

Mr. Lyon. There was on dual benefits. We have not dealt with that 
at all and, in appearing here for all of the unions, I have avoided 
all discussion of that; because regardless of what happens there was 
a great divergence of opinion on it. 

Mr. Heseuron. I think it might be important to have a notation in 
the hearings that you informed us you had not had an opportunity 
to study the recommendations made by Colonel Kelly. I believe he 
stated you agreed with the objectives, but probably it could be better 
accomplished in another manner. 

I notice in the March hearings you furnished a supplemental state- 
ment which covered it rather thoroughly. I think you indicated 
definitely you did not agree with those recommendations. Am I cor- 
rect about that? 

Mr. Lyon. You are correct; but, Mr. Heselton, there were other 
developments that followed that. I would like to point out, if I may, 
to make quite clear what has happened, you recall when the members 
of the Retirement Board appeared at the hearing in March, while the 
Chairman, Colonel Kelly, and Mr. Harper, the labor member, agreed 
in large measure that H. R. 7840 should be approved, they did dis- 
agree about this proposal about unemployment benefits you are speak- 
ing of. And while Mr. Harper, I think, agreed with the proposal 
in the bill, Colonel Kelly pointed out there were administrative diffi- 
culties, costs, and so forth, and it was that proposal that he made that 
you were referring to a moment ago. After that, as will be shown 
on page 84 of the record of the hearings, Colonel Kelly and Mr. 
Harper, constituting a majority of the Board, wrote a letter to Chair- 
man Wolverton, and they transmitted a changed proposal about 
unemployment benefits, and they jointly recommended that that be 
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substituted for the provisions in the bill. You will notice the letter 
is printed on page 84, and on page 85 are the amendments they 
suggested. 

Mr. Hesevron. Yes. 

Mr. Lyon. The chairman wrote a letter to the labor organizations 
and asked for our comment about that changed proposal. After 
some consideration of it, we addressed a letter to him. I do not know 
that it is printed here. Perhaps it did not get into the record. But 
we told him we would accept that and approved it; we thought it 
probably was a good alternative for the one in the bill. 

If I may point out, Mr. Heselton—I think I can do so briefly— 
what is changed here: 

The column 1, “Total compensation,” starts at $400, you will observe, 
instead of $300 as at present. 

The daily benefit rate starts at $3.50, you will notice and there 
is a change of 50 cents in most of the brackets of the daily benefit rate. 

Mr. Hesevron. Fifty cents up‘ 

Mr. Lyon. Yes. As the previous proposal made by Colonel Kelly 
did, it runs up to a daily benefit rate of $8.50 for employees who have 
earned $4,000 or over in the base year. 

The bill itself had the proposal that in no event would a daily 
benefit rate be less than 50 percent of the employee’s last daily wage 
before he became unemployed. That was the provision that the staff 
of the Board criticized from an administrative standpoint, you will 
recall. This changes that and goes back to the last day of his employ- 
ment in the base year, which eliminates the criticism about admin- 
istration. 

Now there is a further change there. It reads: 

Provided, however, That the total amount of benefits which may be paid 
to an employee for days of unemployment within a benefit year shall in no case 
exceed the employee’s compensation in the base year. 

I think that is designed to and does eliminate other objections made 
to the original proposal, which was to the effect that with this 50 
percent clause there would be people who would draw total benefits 
much in excess in some cases of what their base year earnings were. 

After carefully considering those proposals by the majority of 
the Retired Board, all of the standard railroad unions have advised 
the committee that they are acceptable to us. 

Mr. Hesevron. In other words, in your opinion, H. R. 7840 should 
be amended as indicated on page 85 of the last hearings? 

Mr. Lyon. Yes, sir. 

Mr. Hesevron. Thank you. 

The Cuarrman. Any further questions? 

Mr. Priest. Just one question, Mr. Chairman. 

The CuHarrMan. Mr. Priest. 

Mr. Priest. Mr. Lyon, are there any estimates of a percentage de- 
ficiency if H. R. 7840 were passed without the provision increasing the 
base to $350? Is there any figure available on that, assuming that 
H. R. 7840 should be passed with that one exception, with that provi- 
sion out?) What would the percentage deficiency be? 

Mr. Lyon. I expect in time I could figure it out, but I am not an 
expert, like Mr. Matscheck is. Inasmuch as he is in the room, per- 
haps we ought to ask him to answer it. 
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[ will say this, Mr. Priest: If you cannot change the base period 
from $300 to $350, as you have done in the Social Security Act, I 
could not honestly recommend you pass the bill, because we will not 
have the financing to provide the benefits. 

Mr. Priest. I am not making an argument for or against the 
amendment. I am just asking about the percentage. 

Mr. Lyon. I believe Mr. Matscheck can give you that answer. I 
would prefer he do it, because I might give the wrong answer. 

Mr. Priest. All right. The information is what I wanted. 

Mr. Waurer Martscurck (Director of Research, Railroad Retire- 
ment Board). If you mean by your question, Mr. Priest, what would 
be the additional deficiency if the tax base only were kept at $300, 
the answer is roughly 1 percent. If you mean that both the tax base 
and the benefit base were kept at $300, the answer is roughly one-half 
percent. 

Mr. Priest. Thank you. That is all, Mr. Chairman. 

Mr. Hesetron. Could I ask one further question ? 

The Cuarrman. Mr. Heselton. 

Mr. Hesevron. Do these amendments, recommended by Colonel 
Kelly and Mr. Harper, affect the original estimates of cost you have 
submitted ¢ 

Mr. Lyon. You are speaking of the unemployment insurance 
again ? 

Mr. Hesexron. Yes. 

Mr. Lyon. I do not recall the detailed analysis of cost, sir, but it is 
my understanding the cost would still be below the 3-percent figure 
the law authorizes. Of course, it is on a graduated basis, but there 
have been no estimates made, to my knowledge, that would run the 
long-term cost above the financing provisions in the Unemployment 
Insurance Act now. 

Mr. Hesevion. In the letter he says: 

Our long-range estimate is that H. R. 7840 would increase payments by $25 
million a year, or 20 percent, and that my proposal will increase payments by 
about $18 million a year, or about 14.4 percent. The total cost for benefits, in- 
cluding the proposals, are estimated at $150 million a year for H. R. 7840 and 
$143 million a year for my proposal. 

Mr. Lyon. It may be he was referring to the proposal he presented 
in the hearings here, rather than the proposal that came along some 
time later. 

Mr. Hesevton. No. I think this is at page 88, where Colonel Kelly 
apparently submitted a comparison. 

Mr. Lyon. I see it. I think you are right, s 

Mr. Hesexron. That is all, Mr. C baisetiie,. 

The Cuatrman. Any further questions? If not, we thank you, Mr. 
Lyon. 

Mr. Lyon. Thank you, sir. 

The Carman. Mr. Fort. 


STATEMENT OF J. CARTER FORT, VICE PRESIDENT AND GENERAL 
COUNSEL, ASSOCIATION OF AMERICAN RAILROADS 


Mr. Forr. Mr. Chairman and gentlemen of the committee, my name 
is Carter Fort. I am vice president and general counsel of the Asso- 
ciation of American Railroads which I think is well known to your 
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committee. That association is a voluntary organization of railroads 
including in its membership railroads operating approximately 95 
percent of the railway mileage in the United States and having oper- 
ating revenues of approximately 95 percent of the total railroad 
operating revenues. 

I have a prepared statement, copies of which you have. It is not my 
purpose to read that entire statement, but 1 shall, with your permis- 
sion, read a few pages of it and ask that the balance be extended in my 
testimony in order to save your time. 

The Cuarrman. That will be done. 

Mr. Forr. Thank you, sir. 

Maybe I should say at the outset that the discussion during the hear- 
ings today has taken a much greater breadth, a much wider scope. than 
I had antic ipated. 

For example, Mr. Lyon has stated many things with which I agree 
as to the bills, that are now before your committee, but he has taken 
occasion to reargue H. R. 7840. As to that bill, of course, we are in 
sharp difference. 

It might be that I should say a few words about that bill before I 
am through, in the light of the statements that have been made by him, 
and the questions which have been asked by the members of the 
committee. 

The notice of hearings dated April 19, 1954, stated that your com- 
mittee would hold hearings on June 2, 3, and 4 on all pending rail- 
road retirement bills. Some 60 bills relating to the railroad 
retirement system have been introduced in the House and referred to 
you. Hearings have already been held on about 30 of these bills which 
are either identical with or similar to H. R. 356, the so-called dual- 
benefits bill—bills with which I take it we have no further concern, 
in view of the Senate action in passing H. R. 356 yesterday—or H. R. 
7840, a bill which would increase the compensation base and liberalize 
benefits under both the railroad retirement and unemployment- 
insurance systems. In my prepared statement I shall not discuss 
the bills on which hearings have been held but shall limit my remarks 
to the remaining bills pending before your committee. 

However, before c ‘losing I shall say a word about H. R. 7840. 

With two exceptions, all of the bills which I shall first discuss would 
liberalize retirement and survivorship annuities under the Railroad 
Retirement Act and none of them would provide any revenues to 
meet the increased costs which would result from such liberalization. 

As we have many times said to your committee, the latest occasion 
being during the course of the hearings in March of this year on H. R. 
7840, the railroads’ position with respect to proposals to liberalize the 
benefits under the railroad retirement system is: first, that the rail- 
roads are unalterably opposed to any increase in taxation to support 
the railroad retirement system either through an increase in the rate 
of tax or through an increase in the tax: ible compensation base; and, 
second, that the railroads believe the railroad retirement system should 
be maintained on a sound financial basis, that is, that the cost of paying 
the benefits under that system should not exceed the revenues of the 
system. 

None of the bills which I shall now discuss would increase the rate 
of tax, which is 1214 percent, with 644 percent being paid each by the 
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employer and employee, nor would any of them increase the taxable 
compensation which is up to but not exceeding $300 a month for each 
employee. In spite of the fact that no revenues are provided, the 
bills, as I shall show later, generally would liberalize the benefit pro- 
visions of the Railroad Retirement Act, thus greatly increasing the 
cost of the system, and generally, if enacted, would bankrupt the 
system. 

In any consideration of the bills which are the subject of this hear- 
ing there must be borne in mind the results of the fifth actuarial 
valuation of assets and liabilities under the Railroad Retirement Act 
made by the Railroad Retirement Board, approved by the Actuarial 
Advisory Committee in accordance with the provisions of the Rail- 
road Retirement Act, and published in April 1953. This valuation 
showed that the net level cost of the railroad retirement system, as it 
now stands, is 13.41 percent of the $5 billion level payroll estimate, 
or 0.9 percent greater than the tax income, which is 12.5 percent of 
the payroll. The 0.9 percent of the $5 billion payroll means that the 
actuaries have reported that the railroad retirement system is oper- 
ating at a deficit of $45 million a year over the level years in perpetuity. 

The Senate yesterday evening passed H. R. 356, the dual-benefits 
bill which, according to estimates of the Railroad Retirement Board, 
would add another $71 6 million per year to the existing $45 million 
deficit bringing the total to $5214 million a year. You will recall 
that Mr. Lyon pointed out to you that the deficit should not be per- 
mitted to exceed 1 percent of taxable payroll or $50 million a year. 

Mr. Lyon said that he thought that a deficit of up to 1 percent of 
the taxable payroll could be incurred without endangering the sound- 
ness of the railroad retirement fund. There has been a difference of 
opinion between us on that point for a number of years. While we 
realize that no one can with accuracy estimate the cost of the railroad 
retirement system in the future and that there is a considerable amount 
of speculation involved in making such an estimate, we say that actu- 
arial estimates of cost are just as likely to be under the actual cost 
as they are likely to be over such cost. Perhaps the safe course to 
follow would be to reduce the cost of the system to a point 1 percent 
below tax income rather than to allow the cost to remain at a point 
1 percent above that income. 

Fifteen of the pending bills are either identical with or contain 
provisions similar to those in H. R. 5269—that is the bill to which I 
think Mr. Stack directed most of his testimony—which gains its prin- 
cipal support from the National Railroad Pension Forum, Inc. This 
bill goes further than any of the other related bills. Therefore I 
shall direct my remarks to H. R. 5269. 

This bill would amend the Railroad Retirement Act in the following 
respects : 

Full annuities would be payable at age 60 after 30 years of service 
or after 35 years of service regardless of age. As you know, full 
annuities now become due in the absence of disability t 65 years of 
age, and a cutback annuity is available at 60 years of age. 

2. In computing the average monthly compensation before 1937 the 
present 1924-31 base period “would be replaced by the employee's 5 
highest calendar years of earnings. 

‘As the committee knows, benefits under the Railroad Retirement 
Act are based on (1) the number of years an employee has in railroad 
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service and (2) the average monthly compensation which he earned in 
those years. When the act was passed in 1937, the railroads and their 
employees agreed that an employee with railroad service before 1937 
should be credited with that prior service in the computation of his 
benefits. In order to have a workable, practical act it was decided 
that rather than go to the railroads’ payroll records to compute the 
average monthly rate of compensation earned by each employee in the 
years before 1937, an arbitrary base period should be used to arrive 
at that rate. It was provided that the Railroad Retirement Board 
would, in the case of each employee who had service before 1937, com- 
pute his actual average monthly ne er during the years in 
which he worked in the period 1924-31 and apply that figure to all 
of his years of service prior to 1937, wiele h might run all the way back 
to 1910, for example. The use of the period 1924-31 resulted in an 
average monthly compensation very considerably higher than the 
actual aver ‘age monthly compensation for the years prior to 1937 be- 
cause in the years before 1924, which were disregarded under this 
provision, earnings were as a rule smaller than they were after 1924. 

The third feature of H. R. 5269 is that all employee annuities 
and pensions and joint-and-survivor annuities would be increased by 
a flat 15 percent. That is an increase right across the board. 

4. New minimum annuities would apply in the cases of persons with 
30 years of service which would be equal to 50 percent of the average 
monthly compensation for the 5 highest calendar years of earnings. 

The so-called dual-benefits provision would be repealed. It has 
bees repealed, so we may ignore that provision. 

The present restriction in the act requiring the reduction of a 
spouse’s annuity by the amount of her insurance benefit under the 
Social Security Act would be repealed. 

It is readily evident to you that some of those provisions are much 
more important than others. The age eligibility and the 15 percent 
flat increase, of course, are of the greatest impor tance. 

The increase in benefits provided by H. R. 5269, according to esti- 
mates of the Railroad Retirement Board as included in their reports 
to this committee dated July 14, 1953, and March 31, 1954, would add 
$235 million a year to the costs of the retirement system, or 4.7 percent 
of the estimated payroll. The deficit is already more than 1 percent 
of payroll. With this bill it would be over 5.7 percent, or practically 
6 percent of the payroll each year, or $235 million plus some $52 
million, which would total in the neighborhood of $290 million a ye: 
as a deficit. 

In other words, the bill would increase the costs of the system by 
a little more than one-third. According to the Retirement Board, if 
the bill is enacted the railroad retirement fund would be completely 
exhausted around 1975. Thus, around 1975 the railroad retirement 
svstem would have billions of dollars of liabilities to annuitants and 
those then in active service who would have paid taxes over a long 
period of years, and the system would not have one cent to meet those 
liabilities. 

It would be a tragedy such as many of us saw in connection with 
certain fraternal life-insurance organizations, where the liabilities 
built up but the reserve fund did not and finally when the time came 
to pay benefits to people who had paid their insurance premiums for 
vears and years, there was no money in the fund to pay them. 
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Enactment of H. R. 5269 would completely destroy the railroad- 
retirement system in the form in which it was established in 1937 at 
the instance of the President of the United States and by agreement 
between the railroads and their employees. Adding $235 million a 
year to the costs of the retirement system, which is presently operating, 
as I say, at a deficit of over $50 million a year, would put the total costs 
beyond any possible means of financing through payroll taxes, and 
thus completely wreck the system and destroy the theory upon which 
it is based. 

In addition to the cost feature which, in and of itself, is a compelling 
and final reason why the bill should not be enacted, there are other 
reasons why it should not receive favorable consideration. 

One of these reasgns is that it would reduce the permissive retire- 
ment age to 60, and by so doing encourage railroad workers to retire 
from railroad service at that age. Early retirement from railroad 
service would create inequities in that the worker who took advantage 
of the permissive retirement with full annuity at age 60 would pay 
less in taxes and would receive more in benefits than the worker who 
remained in service after reaching age 60. 

I do not think I need to labor that point. I believe it is entirely 
obvious. The men who worked beyond 60 would continue to pay the 
taxes which the men who stopped at 60 would not pay, and the men 
who stopped at 60 would be getting full benefits, while the men who 
worked on would not be getting them. 

Somebody has to pay the cost of the early retirees’ additional 
benefits and the burden would fall on the workers who st: LY in service 
until reaching age 65 or more. 

In our view, encouraging railroad employees to retire at age 60 

* less would be contrary to sound economic principles. The vast 
anieetie of railroad employees of 60 years of age are fully capeble 
of continuing to make a full contribution to the Nation’s economy. 
It is our thought that the committee will be very reluctant to establish 
a retirement age at 60 years or less when the individual retirees are, 
for the most part, fully capable of making a full contribution to 
the economy. It is significant that under the Social Security Act no 
individual can receive a retirement benefit prior to attaining age 65. 

I would like to call your attention to the fact that under the Rnail- 
road Retirement Act if a man becomes disabled before he is 65, after 
20 vears of service—10 years in the ease of full disability—he is en- 
titled to draw his annuity. He cannot draw such benefits if he is 
employed under general social security. 

I call your attention to the fact that I have already mentioned: 
Even if a railroad employee is in full health he may under our system 
retire at 60, if he wishes to, and take a cutback of one one-hundred- 
and-eightieth of the amount of his annuity for each month he is short 
of 65. 

Attention is called to the fact that since the so-called dual-benefits 
provision has been repealed an employee retiring at age 60 or less 
can collect his railroad retirement annuity and at the same time 
work and receive wages in employment covered by the social-secur ity 
system long enough to qualify for benefits under that system. Upon 
quitting active work he will receive both the railroad annuity and a 
social-security benefit. These combined benefits would be much 
greater in almost all instances than the railroad retirement annuity 
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which would have accrued to the individual if he had continued to 
work in the railroad business throughout his working life. 

Of the $235 million increased cost which would be added by H. R. 
5269, $100 million is attributable to this early retirement provision 
which would permit retirement at age of 60 with 30 years of service 
or after 35 years of service regar dless of age. 

The provision of H. R. 5269 which would require the use of 
employee's 5 highest salen vears of earnings in order to pct , 
his average mon: — compensation for prior service—that is, before 
1937—would, in almost every case, give the employee higher com 
beneation for service prior to 1937 than he would receive for service 
su’ sequent to 1937. That is clear because you would simply pick out 
the 5 highest years and their average would be higher than for the 
1924-31 period. Of course, this is just another way of increasing 
the annuity for employees with prior service, but there is certainly 
no logic or reason for so doing, particularly in the light of the fact 
that such prior service was untaxed service. 

The Railroad Retirement Board’s estimate of the cost of this pro- 

vision was predicated on the proposition that the prior service average 
compensation would be deemed to be the 5 highest years before 1937. 
On this basis the Board estimated the cost at $7.5 million per year. 
If the estimate had been based on the 5 highest years of earnings—and 
that is the way the bill reads—inecluding all years of service, both 
before and after 1937, the cost would necessarily be much higher 

\s the Railroad Retirement Board has pointed out, the administra- 
tive problems involved in determining an employee's 5 highest years 
of earnings are almost insurmountable. A great many railroad em- 
ployees had long periods of service prior to the enactment of the 
Railroad Retirement Act and their payroll records may not be avail- 
able. Even in those cases in which they are available, the admin- 
istrative cost to the Railroad Retirement Board and to the railroads 
themselves in determining employees’ 5 highest years of compensation 
would be very large. 

The provision in the bill for a flat increase of 15 percent in pensions, 
employee annuities, and joint-and-survivor annuities, would result, 
according to the estimate of the Railroad Retirement Board, in an 
increased cost in the retirement system of $95 million a year, or 1.9 
percent of the taxable payroll, It will, of course, be borne in mind 
when such a proposal is under consideration that the annuities now 
provided by the railroad-retirement system are far more liberal than 
those provided in the general social-security system. I shall have a 
little to say about that later. 

The proposed new minimum provision would provide that persons 
who retire with 30 years of service would receive an annuity equal 
to 50 percent of the average monthly compensation for the 5 highest 

calendar years of earnings. At present wage levels this provision 
frould have the practical ‘effect: of fixing the minimum annuity at a 
low of $125 per month ranging to a high of $150a month. While the 
$125 annuity might be paid i in some cases, the majority of employees, 
according to testimony of the standard railway labor organizations in 
hearings on H. R. 7840, receive compensation of more than $300 a 
month, in which event, of course, the minimum monthly annuity pro- 


posed here would be $150. 
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It seems clear to us that many inequities would be created by paying 
a minimum annuity of $150 to a majority of employees when the 
maximum annuity which can presently be eiainl under the Rail- 
road Retirement Act is $165.60. In other words, that is a very con- 
siderable telescoping if you provide for a minimum of $150 a month 
when the maximum is $165. The railroad worker whose compensation 
was in the top brackets for a long period of time would pay railroad 
retirement tax on that compe nsation, but in many instances the annuity 
which he would receive on retirement would be no greater or but little 
greater than that received by another railroad worker who had been 
in the high compensation brackets for only a relatively short period 
of time and therefore paid a considerably ‘smaller amount of tax. 

This minimum provision would add, according to the Railroad 
Retirement Board, $25 million a year, or 0.5 percent of the taxable 
payroll, to the cost of the rs uilrosd retirement system. 

The system with which we are dealing is such a gigantic enterprise 
that fractions of 1 percent of a payroll estimated to average $5 billion 
a year run into millions of dollars. 

H. R. 5269 would repeal the provision in the Railroad Retirement 
Act which requires reduction in the spouse’s annuity by the amount 
of any old age insurance benefit which she may obtain in her own 
right. We call your attention to the fact that after careful considera- 
tion this provision was incorporated in the 1951 amendments as one 
means of saving money in order to pay additional benefits. It would 
be a case of spending the same money twice if this reduction provision 
were now repealed. The Railroad Retirement Board has estimated 
that the cost of such repeal would add $5 million a year to the costs 
of the railroad retirement system. 

To summarize: H. R. 5269 would drastically increase the benefits 
under the railroad retirement system and add to the costs of that sys 
tem $235 million a year, or 4.7 percent of the estimated taxable pay- 
roll. The effect of the enactment of this bill would be to exhaust 
completely the railroad retirement fund and leave the system with 
billions of dollars of liabilities and no money with which to pay them. 

Both the Railroad Retirement Board and the Bureau of the Budget 
have recommended that no favorable consideration be given to H. R. 
5269. 

As I stated previously, some 14 bills pending before your committee 
have provisions identical with or similar to some of the provisions 
contained in H. R. 5269 and the identical bill H. R. 5625. All of those 
bills would greatly increase the costs of the railroad retirement sys- 
tem, and none of the provisions of any of the bills has a counterpart 
in the Social Security Act. 

Mr. Chairman, I go on to discuss these various other bills which, 
while of great importance, are of less importance than H. R. 5269. 
In order to save the time of the committee I will stop re: ading the 
statement at this point, if you will permit, and have the balance of 
the statement copied in the record. 

Mr. Cuairman. It will be made a part of the record in its entirety. 

(The balance of the statement is as follows :) 

Rather than discussing each of the 14 bills separately, I shall deal with them 
in groups. It should be mentioned that several of the bills contain errors in 
draftsmanship. For example, if an individual's annuity were computed in 
strict accordance with the provisions of some of the bills, that annuity might 
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amount to several thousands of dollars a month. In this statement, I shall not 
undertake to comment upon faulty draftsmanship of the bills. 

H. R. 240, H. R. 594, and H. R. 1736 would provide full annuities for employees 
who have either reached the age of 60 or who have 30 years of service. These 
bills would also provide that such annuities shall in no case be less than one 
half the average monthly compensation for the employee’s 5 highest years of 
earnings. Under these bills a man could enter railroad service at age 50 and 
work for only 10 years after which he could retire and receive an annuity equal 
to one-half of his monthly compensation for his 5 highest years of earnings. 
If the employee had full-time work under existing wage levels for 5 of the 10 
years he would receive a minimum monthly annuity of $125. The cost of the 
increased benefits provided by each of these three bills, accordimg to estimates 
of the Railroad Retirement Boara, would be over $190 million a year or more 
than 3.8 percent of a $5 billion payroll. The Railroad Retirement Board has 
recommended against favorable consideration being given to these bills and has 
cleared that recommendation with the Bureau of the Budget. 

H. R. 122, H. R. 456, H. R. 528, H. R. 1378, H. R. 1544, and H. R. 5254 would 
all provide full annuities after 30 years of service. Such annuities under these 
bills would be equal to one-half the average monthly salary based on the 5 highest 
consecutive years of earnings (H. R. 122 does not require the 5 highest years of 
earnings to be consecutive). The enactment of any one of these bills costs the 
railroad retirement system more than $175 million a year or more than 3.5 per 
cent of a $5 billion payroll. The Railroad Retirement Board has recommended 
against favorable consideration being given to any of these bills and cleared its 
recommendation with the Bureau of the Budget. Indeed, in its report on H. R. 
5254, which was made subsequent to the finding in the fifth actuarial valuation 
that the railroad retirement account was running an annual deficit of $45 mil- 
lion, the Railroad Retirement Board not only stated that its report had been 
cleared by the Bureau of the Budget but also stated that the Bureau of the 
Budget joined in its recommendation against favorable consideration of the bill 

H. R. 2083 would give full annuities to employees completing 30 years of service 
and would give an annuity to the spouse of that employee when such spouse 
reaches age 65. This bill, according to the estimate of the Railroad Retirement 
Board, would cost the retirement system over $175 million a year, or over 3.5 
percent of a $5 billion payroll. The Railroad Retirement Board has recom- 
mended against favorable consideration of this bill and has cleared its recom 
mendation with the Bureau of the Budget. 

H. R. 8522 would provide full annuities for those who have reached age 60 
and have completed 30 years of service or for those who have completed 35 years 
of service without regard to age. This bill would also provide that for prior 
service, that is, service before January 1, 1937, the compensation shall be deemed 
to be the average compensation for the 5 highest years. This bill would cost 
the railroad retirement fund $105 million a year or 2.1 percent of a $5 billion 
payroll. The Railroad Retirement Board has recommended against favorable 
consideration being given to this bill and has cleared that recommendation with 
the Bureau of the Budget. 

H. R. 149, H. R. 239, and H. R. 1738 would provide for retirement at age 60 
or after 35 years of service with a monthly annuity equal to 50 percent of the 
average compensation during the 5 highest years. These bills would add over 
$100 million a year or 2 percent of a $5 billion payroll to the cost of the railroad 
retirement system. The Railroad Retirement Board has recommended against 
favorable consideration being given to these bills and has cleared that recom 
mendation with the Bureau of the Budget. 

We urge that this committee not give favorable consideration to H. R. 5269, 
or to the identical bill H. R. 5625, or to any of the other 14 bills which I have 
just discussed. In so doing, we take the same position as the Railroad Retire- 
ment Board, which position has in each case been cleared with the Bureau 
of the Budget. 

In addition to the bills discussed above, your committee has before it a dozen 
or more bills which would increase the costs of the railroad retirement system 
by liberalizing benefits under that system. H. R. 5854 would: (1) provide 
full annuities at age 60 rather than at age 65; and (2) give survivorship benefits 
of $95 per month to widows regardless of age. Under the present law, widows 
receive average survivor benefits of about $45 a month but widows are not 
entitled to receive such benefits unless they have reached age 65 or have a minor 
child in their care. For example, under H. R. 5854 a 30-year-old widow of 
a deceased employee with 10 or more years of service would begin collecting $95 
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a month upon the death of the employee and would continue collecting that 
annuity so long as she lived or until she remarried. No provision even re- 
motely resembling this proposal is contained in the Social Security Act. H. R. 
5&54, according to estimates of the Railroad Retirement Board, would increase 
the costs of the railroad retirement system by $250 million a year or 5 percent of 
a $5 billion payroll. If enacted, it would, of course, bankrupt the system. The 
Railroad Retirement Board has recommended against favorable consideration 
being given to this bill and has cleared that recommendation with the Bureau 
of the Budget. P 

H. R. 248 and 1737, identical bills, purport to increase annuities, pensions, 
and survivor benefits by 25 percent. However, as the proposed amendments 
are based on the act prior to its amendment in 1951, the increases would be 
about 9 percent. The only objective of these bills, of course, is to increase the 
general benefit levels under the railroad retirement system which, as has been 
pointed out on numerous occasions, are already considerably greater than those 
under the general social-security system. If the bills were amended so as to 
provide a flat increase in benefits of 25 percent over present levels their cost, 
according to the Railroad Retirement Board would be $190 million a year or 
3.8 percent of a $5 billion payroll. The Railroad Retirement Board has rec- 
ommended against favorable consideration of tnis proposal and that recom- 
mendation has been cleared with the Bureau of the Budget. 

H. R. 5571 would: (1) give spouses annuities at age 60 rather than the 
present age of 65; (2) base the monthly compensation for retirement annuity 
purposes on the 5 highest years of earnings, excluding earnings after the year 
in which the employee reached age 65; (3) give widows and widowers their 
annuities at age 55 rather than at 65; and (4) remove work restrictions for 
survivors. 

An annuity for a spouse was first granted under the amendments to the Rail- 
road Retirement Act made in 1951. The provisions for such annuity followed 
the pattern set by the Social Security Act which has not been changed. To 
reduce the age from 65 to 60, as proposed in this bill, would break that pattern. 

The provision for basing monthly compensation on the 5 highest years of 
earnings before attainment of age 65 has been discussed above and needs no 
further comment. It is sufficient to say that it is one suggestea method of pro- 
viding increased benefits for all annuitants. 

During the course of the hearings in March of this year on H. R. 7840, the rail- 
roads opposed the provision in that bill which would reduce the eligibility age of 
widows and widowers for survivor benefits from 65 to 60. Our opposition was 
based on the fact that the provision would cost $2314 million a year and because 
such survivors must wait until they are 65 before they can collect benefits under 
the social-security system. For obvious reasons, the provision in H. R. 5571 
which will reduce the eligibility age to 55 is even less tenable than the provision 
in H. R. 7840, to which I have referred. 

The provision to eliminate all work restrictions on those receiving survivor 
benefits is in direct conflict with the policy of the social-security system which 
withholds benefits from survivors earning as much as $75 a month. 

Pnactment of H. R. 5571 would add, according to estimates of the Railroad 
Retirement Board, $125 million a year or 2.5 percent of a $5 billion payroll to the 
costs cf the railroad retirement system. The cost factor alone is sufficient to 
urge that your committee give no favorable consideration to this bill. In urging 
this position the railroads are in line with the views expressed by the Railroad 
Retirement Board and the Bureau of the Budget. 

H. R. 3104 would give widows survivor benefits at age 60 rather than at 65 as is 
now provided in the law. This provision is very similar to the provision in H. R. 
7840 which would reduce the eligibility age not only for widows, but for widowers 
and parents, to age 60. As is stated in the discussion under H. R. 5571 immedi- 
ately above, we opposed that provision in H. R. 7840 and we are for the same 
reasons opposed to H. R. 3104. The Railroad Retirement Board has estimated 
that the cost of the additional benefits provided by the bill will amount to $23 
million a year or 0.48 percent of a $5 billion payroll. 

H. R. 7998 would permit widows and surviving children to earn up to $250 a 
month in wages or from self-employment before their survivor annuities would 
be discontinued. Under the act as it now reads, survivorship benefits are not 
paid to a widow or child having earnings of as much as $75 per month. In con- 
sidering this bill the committee will want to bear in mind that survivorship bene- 
fits under the Railroad Retirement Act are very closely tied in with survivorship 
benefits under the Social Security Act and service under one system is creditable 
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as service under the other system. Whether the survivors collect benefits under 
the railroad retirement system or the social-security system depends entirely 
upon whether the deceased employee was in the service of a railroad or in service 
covered by the social-security system at the time of his death. Therefore, under 
this bill, if the employee died while in railroad service his widow or child could 
earn as much as $250 a month without losing benefits, but if the employee died 
while under the social-security system the widow or child could not earn more 
than $75 a month without losing benefits. In these circumstances it seems clear 
that no changes should be made in the work limitation provision in the railroad 
system which are not on all fours with similar provisions in the social-security 
system. 

According to the Railroad Retirement Board, the cost of the benefits provided 
in this bill would amount to $10 million a year, or 0.2 percent of a $5 billion pay 
roll. The Railroad Retirement Board opposes this proposal. 

H. R. 7765 provides that if a widow receives an annuity because she has in 
her care a child under 18, her right to receive such an annuity does not cease 
when the child becomes 18, as is now provided in the law, but continues until 
she remarries or dies or until she becomes entitled to a widow's age annuity 
upon becoming 65. There is no similar provision in the Social Security Act. 
This is a proposal for a variation in survivorship benefits between those pro- 
vided under the railroad system and those provided by the social-security system. 
For the reasons discussed in connection with H. R. 7998 above, the continuation 
of survivorship benefits after the child reached 18 would depend upon whether 
the deceased husband was in the service of a railroad at the time he died. The 
Railroad Retirement Board estimates that the additional costs to the retire- 
ment system resulting from this bill would be $8.75 million a year or 0.18 percent 
of a $5 billion payroll. The Board has recommended against favorable consider- 
ation of this bill. 

H. R. 7843 would eliminate the present provision of the law which requires 
an employee as a condition of eligibility for his retirement annuity to quit work 
with a nonrailroad employer if that employer is his last employer. Also it would 
permit the retired individual to return to work for his last employer if not a 
railroad without losing his annuity. At the request of the chairman of this 
committee the association in a letter dated April 13, 1954, set forth the rail- 
road industry’s opposition to H. R. 7848. Attached to my statement is a copy of 
that letter. Briefly, the letter shows that the provision of the act which H. R. 
7843 would repeal was made a part of the act in 1937 at the instance of the 
standard railroad labor organizations. The labor organizations suggested the 
enactment of this provision in order to save money which could then be used, and 
which was actually used, to pay certain prior-service benefits. To repeal the 
provision would amount to spending the same money twice. 

The cost of the additional benefits provided in this bill would, according to 
the Railroad Retirement Board, amount to $8% million a year or 0.17 percent 
of a $5 billion payroll. The Board, in its report to this committee, recommended 
against favorable consideration of the bill. 

H. R. 1999 would remove the requirement that a disabled annuitant reach 
age 65 before his spouse may receive an annuity. Under the present law both 
a disabled annuitant and his spouse must be age 65 before the spouse can 
receive an annuity. The bill does not change the requirement that the spouse 
be age 65. It provides only that the disabled annuitant need not be 65. H. R. 
5631 would give full annuities regardless of age to employees with 30 years of 
service whose railroad employment has been terminated as a result of the 
abandonment of a railroad. H. R. 5936 would provide an annuity for a 
dependent 65-year-old sister of a 65-year-old unmarried annuitant or pensioner 
equal to the amount which would be payable as a spouse’s annuity if the an- 
nuitant had a spouse. H. R. 7916 would provide survivor annuities for children 
over the age of 18 if they are permanently incapable of self-support because of 
mental or physical defect. The bill would also give a survivor annuity to the 
mother having such a child in her care. These provisions are contained in H. R. 
7840 on which hearings have already been held by your committee. Each of 
these bills would introduce into the railroad retirement system benefit pro- 
visions which are not in the social-security system. The Railroad Retirement 
Board has recommended against favorable consideration being given to any of 
these proposals for the reason that they result in increased costs to the system 
without providing additional revenue to meet the added costs. The railroads 
make the same recommendation. 
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H. R. 4946 would strike from the act the language which requires that appoint- 
ments of the employee and carrier members of the Board shall be made so as 
to provide representation on the Board satisfactory to the largest number 
respectively of employees and carriers concerned. In the railroads’ view the 
present provision is equitable and satisfactory and should not be changed. 

H. R. 6403 would permit an annuitant to waive all or part of his annuity. The 
railroads are not advised as to the merits of this bill, but we are not opposed to 
its passage. 


ASSOCIATION OF AMERICAN RAILROADS, 
LAW DEPARTMENT, 
Washington 6, D. C., April 18, 1954. 
Hon. CHARLES A. WOLVERTON, 
Chairman, House Commitee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. WoLverton: This is in response to your letter of March 26, 
1954, asking for the views of this association with respect to H. R. 7843, a bill 
which would amend the Railroad Retirement Act in such a way as to permit 
an individual to collect a railroad retirement annuity and at the same time 
to continue to work for the nonrailroad employer for whom he was working 
at the time he became eligible for a railroad annuity. Under the present act, 
if a former railroad man is working for a nonrailroad employer at the time 
he reaches age 65, he cannot collect his railroad retirement annuity until he 
leaves the service of that employer. And if he returns to the service of that 
nonrailroad employer, his railroad annuity is not paid for any month in which 
he works for that employer. 

This association is opposed to the passage of H. R. 7843 for a number of 
reasons. In the first place the bill, according to the estimates of the Railroad 
Retirement Board, would impose an additional annual cost on the railroad 
retirement system of $8144 million. The bill itself provides no means of pro- 
viding funds to pay this additional cost. If H. R. 7843 were added to H. R. 7840 
as an amendment to that bill it would increase the costs of H. R. 7840 to a point 
where they would be substantially in excess of the revenues derived from the 
increased taxes provided for in H. R. 7840. As has been shown in testimony 
before your committee during the course of hearings on other bills dealing with 
amendments to the Railroad Retirement Act, the retirement fund’s annual deficit 
on a level-cost basis over the years is $45 million. The railroads have always 
taken the position that it is of the greatest importance that the railroad retire- 
ment system be maintained on a sound financial basis. H. R. 7843 would not 
improve the present unsatisfactory situation, but would materially increase the 
large annual deficit in the railroad retirement fund. For that reason, if for no 
other, the railroads would oppose H. R. 7843. 

Those provisions of the act which would be changed by H. R. 7843 are of 
long standing. In 1937, at the instance of the President of the United States, 
the railroad industry and the standard railroad labor organizations reached 
agreement on a railroad retirement bill and that bill was introduced in the 
Congress. The bill in the form introduced provided that service earned by an 
employee prior to January 1, 1937, should not be taken into consideration in 
determining that employee’s annuity unless two factors were present—that he 
had been an employee on August 29, 1935, and also that he was a railroad 
employee when he reached retirement age and became eligible for retirement 
benefits. Those two factors had to coincide before “prior service” could be taken 
into consideration in computing the annuity. After the bill was introduced the 
labor organizations suggested certain changes in the bill. One of those changes 
was to strike the requirement that in order to receive credit for “prior service” 
an individual had to be in an employment relationship when he reached retire- 
ment age and became eligible for his annuity. This permitted a man who was in 
an employment relationship with a railroad on August 29, 1935, and who dropped 
out of railroad service before he reached the age of 65, to claim an annuity at 
65 and count all of his service both subsequent to January 1, 1937, and prior to 
that date up to a maximum of 30 years. This proposed change in the agreed bill, 
of course, added to the costs of the system and for that reason, the labor repre- 
sentatives accompanied their first proposal with a second proposal to offset 
the cost of the first. The second proposed amendment provided that an employee 
who left railroad service before reaching retirement age and went to work for a 
nonrailroad employer had to relinquish his employment and employment rights 
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with such employer in order to receive an annuity under the Railroad Retirement 
Act. The financial result of the second proposal was found by the actuaries 
to be sufficient to offset the costs of the first suggested change 

The railroads agreed to these changes suggested by the labor organizations, 
und the agreed bill with the agreed amendments became the 1987 act. Congress, 
while amending the Railroad Retirement Act on a number of subsequent occa 
sions, has continued both of the above provisions in effect. To the best of my 
knowledge neither the railroads nor the standard railroad labor organizations 
have suggested any amendments such as are provided for in H. R. 7843 

The provisions of the Railroad Retirement Act which would be stricken by 
H. R. 7843 were included in the agreed act of 1937 as a method of saving money 
for the railroad retirement system in order to make money available to pay the 
cost of providing certain additional benefits for annuitants. The savings 
provided by those provisions have been spent by paying such additional benefits. 
If those provisions should be repealed as H. R. 7843 proposes to do, it would 
amount to spending the same money twice. 

For the reasons set forth in this letter, the railroads believe that your 
committee should not favorably report H. R. 7843. 

Sincerely, 
J. CARTER Fort. 

Mr. Forr. I would like to make, if I may, a few scattering comments 
on the testimony of Mr. Stack this morning. Most of what he said was 
wholly new to me, and I am not prepared at all to undertake the type 
of analysis which it deserves, but there are some random comments 
I would like to make. 

On the first page of his written statement, which you may have 
before you, he said: 

I speak for the taxpayers who support the railroad retirement system and for 
those who are beneficiaries of that system. 

The taxpayers who support it are the railroads and railroad em- 
ployees. Certainly Mr. Stack did not intend to mislead the committee 
In any way, but it is obvious he does not speak for the railroad tax- 
payers. While I did not hear him volunteer to give the number of 
employees for whom he does speak, I have the impression that as to 
the other taxpayers—that is, the employees—he would speak for only 
a small fraction of a small fraction. 

If you will turn now to page 3 of Mr. Stack’s statement, if you have 
it before you, where he speaks of the necessity of reducing the age of 
retirement because of old railroadmen who are out of employment 
and who want to obtain another position, I think he had in mind 
men 56 to 60 years old. As you undoubtedly know, we have the 
seniority system in the railroad business, and although I do not know 
anyone who is qualified to give figures in this connection, I would 
have grave doubt that there are many railroadmen in that age bracket, 
up around 56 to 60, who are out of work because they cannot command 
a position. 

A little further down on the same page Mr. Stack, again in support 
of his suggestion that the eligibility age be reduced, speaks of the 
men who are “hanging on” but are crippled by rheumatism, deformi- 
ties and so on. Of course, our law already provides for the retirement 
of disabled employees, so anyone who is ‘crippled by rheumatism can 
be reitred under the present law. There is no occasion at all for the 
change in eligibility which he suggests in order to meet the condition 
to which he refers. 

Now, if you will turn to page 5 of Mr. Stack’s statement, toward 
the top of the page there is a table which apparently is designed to 
show that the social-security system pays better benefits than the 
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railroad-retirement system. Anyone who would attempt to support 
such a proposition would be faced with an impossible task. 

I believe this table would leave an impression which is extremely 
erroneous, You will see that it purports to compare the maximum and 
minimum benefits for the several classes of beneficiaries under the 
Railroad Retirement Act with the maximum and minimum benefits 
under the Social Security Act. The table shows that the minimum 
retirement benefit under the railroad system is $2.50 while under the 
social-security system it is $25. That extraordinary result was brought 
about in this way: A man, regardless of the length of his service, 
would be entitled to an annuity under the Railroad Retirement Act 
as it existed prior to 1951. If his retirement annuity amounted to 
less than $2.50 a month a full settlement was made in one lump sum 
payment equal to the actuarial value of the monthly installments. The 
Railroad Retirement Board has therefore called the $2.50 payment, 
which is the smallest amount which can be paid monthly, the “mini- 
mum” annuity. This $2.50 so-called minimum annuity would be 
payable to the worker who had only a few months of railroad service. 
A man working under general social security and having only a few 
months’ service would, of course, be entitled to nothing at all under 
the Social Security Act. Hence, the two minimum figures are in no 
way comparable. 

As a matter of fact, the present minimum under the Railroad 
Retirement Act is $41.40. As you know, all railroad employees with 
less than 10 years of service are transferred to social security. If an 
employee has 10 years of service his minimum retirement annuity is 
$41.40 rather than the $2.50 figure that is shown in Mr. Stack’s table. 

There is another striking fact about the Stack table that should be 
called to your attention. As he had said, in preparing his table he 
had taken the figures from = tables which apear at pages 234 and 
935 of part 1 of ‘the January 9, 1953, Report of the Joint Committee 
on Railroad Retirement a aditten established pursuant to Senate 
Concurrent Resolution 51 of the 82d Congress. The two tables in that 
report show not only the maximum and minimum amounts being paid 
in 1952, but also show the average amounts actually being paid ‘under 
the two systems. For some reason Mr. Stack has not included in his 
table those average amounts actually being paid. If you will look 
at those tables you will see that for every class of beneficiary the 
average amount actually being paid under the railroad-retirement 
system is greater than that being paid under the social-security system. 
For example, under the railroad-retirement system the average pay- 
ment to employees retired because of age is shown as $95.70, as com- 
pared with $41.98 for those retiring because of age under social se- 
curity. The actual average payments in my opinion, are much more 
significant figures than those to which Mr. Stack has called attention. 

Another fact which is of the greatest importance is that under the 
railroad retirement system employees can retire with full benefits on 
account of disability. Many retire at age 60 or less. There is no 
provision for disability retirement under the general social-securitv 
system. So when one simply makes a comparison between what is 
paid for old-age retirement under the two systems, he is leaving out 
of consideration entirely one of the most important parts of the rail- 
road retirement system: that is, the payment for disability. As one 
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indication of the importance of disability retirement in the railroad 
system, payments for disability retirement in 1953 amounted to more 
than one-third of the total payments for old-age retirement. 

I do not have the time to discuss Mr. Stock’s table in detail. I 
merely mean to point out that the comparisons on page 5 leave a great 
deal to be desired and cannot be taken in any sense as establishing 
the conclusion that social-security benefits are more liberal, or anything 
like as liberal, as benefits under the railroad-retirement system. 

You will find in the report of the Joint Committee on Railroad 
Retirement to which I have referred, a very good discussion at pages 
692 and 693 of the comparison between the payments under the social 
security and railroad retirement systems. 

It is too long to read, but I will quote a sentence, if I may, from 
page 693: 

Finally, as pointed out by the statement filed by the Railroad Retirement 
Board in answer to the committee’s questionnaire, Comparisons between taxes 
und benefits of the two systems are misleading because they overlook, in :ddition 
to the points already mentioned, the fact that such averages do not reflect large 
sums of money paid to disabled employees, employees working in social security 
employment, and survivors, pensioners, early annuitants and others who would 
not be qualified at all for social-security benefits. 

I know the committee will scrutinize with the greatest care any pur 
ported comparison between the payments made under the Social Se 
curity Act and those made under the Railroad Retirement Act. 

On page 6 of Mr. Stack’s prepared statement he attempts to support 
his proposal in regard to retirement at age 60 with 30 years of service 
by suggesting that the provision be made effective gradually over the 
next 5 years. In 1955 employees with 30 years of service could retire 
at age 64; in 1956 those with 30 years of service could retire at age 63 ; 
in 1957 retirement would be permitted at age 62; in 1958 at age 61; and 
in 1959 and subsequent years, employees with 30 years of service could 
retire at age 60. 

I call your attention to Mr. Stack’s sliding scale because he says 
that it would create a cushion to protect the solvenc y of the railroad 
retirement fund. Of course, such a modification would have a wholly 
insignificant effect in changing the cost of the original proposal, which 
would have permitted retirement immediately for an employee with 

30 years of service who has attained age 60. This is because the cost 
of the proposal was figured over the “level years to perpetuity and 
gradually putting it into effect over a 5- year period rather than at once 
would have a completely negligible effect in lessening the cost of the 
proposal. 

I notice one statement near the bottom of page 6 of Mr. Stack’s 
statement with which I fully agree, having in mind the provisions of 
H. R. 7840. Mr. Stack says that to increase the tax base would not 
solve the financial problem. 

The Cratrman. Did you say you agreed with him on that? 

Mr. Forr. Yes, sir, even though I do not agree with him with 
respect to many other matters. 

The Cuarrman. I did not know you could agree with him on any- 
thing. 

Mr. Fort. I want to say a little about that in a minute. 

On page 7 Mr. Stack refers to the fact that it would be a very 
pleasant thing if the railroad retirement fund could earn more money 
than it does, at a higher rate of interest. 
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Certainly, we would like to see it earn a higher rate of interest. 

Personally, I have always thought that in receiving an interest rate 
of 3 percent the railroad retirement fund was not doing so badly. 

I remember that when Mr. Stack appeared here on H. R. 7840, he 
was questioned by a member of the committee, and asked to bring 
forward better investments which would be available. So far as I 
know, he has never brought those investments to the attention of the 
committee. 

Coming now to the suggestion that an excise tax be imposed upon 
railroad transportation charges in order to raise revenue sufficient to 
pay the cost of benefits provided in H. R. 5269. This is a very extra- 
ordinary and, I think, a somewhat fantastic proposal and I am not 
sure that the full force of it can be appreciated at once. 

Inherent in the proposal is the admission which I am not sure has 
been previously made by Mr. Stack, that any changes of the type 
provided for in H. R. 5269 would require the collection of large sums 
of additional revenue to pay the added costs or would completely 
wreck the system. As I understood Mr. Stack’s presentation this 
morning, he has come to the view that if revenues to pay for the cost 
of H. R. 5269 are not provided, enactment of that bill will break the 
railroad retirement system. 

His proposal is that there be placed on transportation charges a 
2-percent excise tax which he estimates would raise the sum of $240 
million a year, a sum which apparently would be necessary to finance 
the benefits provided for by the bill. 

As many of you gentlemen know, the basic and fundamental prin- 
ciple underlying the establishment of the railroad retirement system 
was that it was to be supported by the railroad industry with the costs 
being borne half by the railroads and half by the railroad employees. 
You are now confronted with a proposal that the railroad retirement 
system be granted an annual subsidy of $240 million a year by the 
United States Government. The proposal must be considered as an 
out-and-out subsidy because the Government would collect $240. million 
a year in taxes and then use that sum to support the railroad*system. 

It would seem to me that this proposal comes at a most unfortunate 
time. We have had some experience with excise taxes in the railroad 
business and that experience has been a very unhappy one. You will 
ecall that during World War II a 3 percent excise tax on freight 
charges was imposed and also, a tax on passenger fares which began 
at 5 “percent, eventually reached 15 percent, and has recently been 
reduced to 10 percent. 

Those taxes have operated to injure the railroad business, and to put 
that business at a great disadvantage as compared with private trans- 
portation. 

I am sure you gentlemen know that today our most serious competi- 
tion perhaps comes from private competition where private truck 
fleets and private passenger cars are substituted for railroad trans- 
portation. 

Such private carriers do not pay the 3 percent or the 10 percent 
excise taxes on transportation and they would not pay the 2 percent 
additional tax which is now proposed. As a matter of fact, no motor 
carrier, whether common, contract, or private, would pay this 2 percent 
tax. The inevitable result of the establishment of an excise tax such 
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as Mr. Stack proposes would be to cost some railroad men their jobs. 
If excise taxes are placed on railway charges and not on those of its 
competitors, the railroads will suffer severely and so will their 
employees. 

There is another aspect to this matter which is worthy of some con- 
sideration. It must be borne in mind that the shipper has employees 
of his own and helps to support the general social security system 
which covers those employees. I see no reason why a shipper, in 
addition, should be required to make a direct contribution in order to 
support the railroad retirement fund out of which are paid much larger 
and more liberal benefits than those paid to the shipper’s own 
employees. 

There is no basis on which one could justify an excise tax on trans 
portation charges. For many, many years we have had excise taxes 
on tobacco, alcohol, and other things which some people regard 
perhaps unwholesome. We have also had excise taxes on luxuries for 
many, many years and there may be some justification for excise taxes 
of that character. However, by no principle I have ever heard ex- 
pressed can excise taxes on railroad transportation be justified unless 
the Government is attempting to keep shippers from using the rail- 
roads and to keep passengers from riding the trains. The only justi- 
fication for an excise tax on railroad transportaion charges would be 
in the event the Government desired to employ excise taxes to regulate 
business and to regulate it in such a way that the railroads would be 
deprived of freight and passengers. I will not take up any more of 
your time discussing this proposal because I am confident that the 
committee will at once recognize the basic and profound change it 
would bring about. 

Mr. Crosser. You did not mean to say “profound ;” did you? 

Mr. Fort. Yes, sir. What did I say? 

Mr. Crosser. That is my understanding of what you said. 

Mr. Forr. Mr. Chairman, may I make a suggestion which, perhaps, 
I have no right to make? I think it might be helpful to your com- 
mittee, and I am sure it would be helpful to all of us who are interested 
in this very serious subject, if the Railroad Retirement Board could 
make a careful, meticulous and unhurried analysis, and a series of 
comments on these proposals which have come before you this morn- 
ing from Mr. Stack and from Mr. Sands. 

1 am sure it would be helpful to us to have such a report from 
the Railroad Retirement Board, and I believe it would be helpful to 
you. I do not believe any man is capable of getting up immediately 
after such proposals are made and treating them with the thorough- 
ness which they deserve. 

The Cuatrman. There seems to be unanimity of thought and desire 
to have that information, just as you have requested. I had already 
thought of asking them to do it, but before I made the request, Mr. 
Kelley of the Board came and asked if I would not like to have that 
to be made a part of the record. 

So, with your suggestion, and the Board being of the opinion that 
it should be done, and I being anxious to have it done—and I am sure 
I speak for the other members of the committee—we ought to be able 
to get it into the record somehow. 

Mr. Crosser. I do not think there will be much opposition to it. 
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Mr. Forr. Mr. Chairman, may I say just one or two words about 
H. R. 7840? 

I appeared before you and presented at length our views about that 
bill, and my only excuse for mentioning it again is what was said by 
Mr. Lyon this morning. 

We think, of course, that it is a very bad bill, and particularly bad 
is that provision which raises the taxable base and the base for benefits 
from $300 to $350.a month. That provision would add to the railroad 
payroll taxes $28 million a year, and a similar amount to the taxes of 
the employees. The point I want to make at this time is this: Some 
people have said, quite recently, and I believe this morning: 

The House yesterday passed a bill raising the general social security compensa- 
tion base from $3,600 to $4,200 a year, which in effect is raising it from $300 to 
$350 a month, and of course we should now raise the railroad’s base to $350 a 
month. 

There is no logical basis for such a statement. In comparing the 
taxes paid under the social security and railroad retirement systems, 
one has to consider not only the tax base, but also the tax rate. As you 
know, the tax rate under the Social Security Act is 2 percent. If the 
social security bill which passed the House yesterday is enacted, indus- 
tries covered by social security, including the highway carriers, water 
carriers, and air carriers, all competitors of the railroads would pay a 
2 percent rate on a maximum compensation of $350 a month, or $84 a 
year, and their employees would pay the same tax. In contrast, under 
the present Railroad Retirement Act the railroads are paying 6% 
percent on a $300 per month maximum, or $225 a year. Railroad 
workers are, of course, paying a like amount in taxes. Even if the 
social security tax base should be increased to $350 a month, the rail- 
roads and their workers would still be paying almost three times as 
much tax as the industries and employees covered by the social security 
system. The enactment of H. R. 7840 would increase this spread. With 
these facts in mind I see no possible justification for increasing the 
railroad compensation base. 

It should also be borne in mind that when the President recom- 
mended that the compensation base be increased from $300 to $350 
under the general social security system, his assigned reason for that 
recommendation was that social security benefits were too low and 
this would be one method of increasing those benefits. It may be that 
social security benefits have been too low, but that fact affords no rea- 
son for increasing railroad payroll taxes in order to increase railroad 
benefits which are already much higher than those payable either 
under the social security system as it now exists, or ae that system 
if the new social security bill becomes the law. 

The increase in the railroad compensation base is of the utmost im- 
portance and I know that you will give it your most careful attention. 
I am certain that there will be a storm of dissatisfaction if the tax base 
is raised. Without any doubt, there will be objections and protests 
from large numbers of employees. I do not think that they want to 
pay the additional taxes and many of them have said that they do not. 
Certainly the railroads do not want to pay them. 

It is easy for me to understand why a railroad worker would object 
to the increase in taxes. If he has earnings of $350 a month the in- 
crease in the tax base would require him to pay $37.50 a year in added 
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railroad retirement taxes. This would in general more than wipe out 
his income tax saving brought about by the reduction of income taxes 
effective the first of this year. If he has a wife and three children he 
would, because of the income-tax reduction, pay $14 per year less in- 
come tax. If he has a wife and two children, he would save $25 per 
year in income-tax payments. However, if H. R. 7840 is enacted his 
increase in railroad-retirement taxes would more than offset his sav 
ings in income tax. 

There is another feature of H. R. 7840 which I hope you will not 
overlook, that is, the actual effect which the passage of the bill would 
have on the annuities of the railroad employees. What would be the 
effect on the annuities of individual employees earning over $300 a 
month and paying the additional annual tax of up to $37.50. The 
tax increase, of course, would be paid immediately. The effect on 
the employee’s annuity would be insignificant for a number of years. 
A full year’s work at the maximum creditable rate of $350 per month 
after passage of the bill would increase the monthly annuity of an 
employee after he retires by only 69 cents over the monthly annuity 
which he would have received under the present law with the S300 
maximum. The present maximum annuity of an individual whose 
compensation averages $300 per month is $165.60. Ifan employee who 
had worked for 29 years prior to the passage of H. R. 7840 works an 
additional 12 months after its passage for not less than $350 a month 
and then retires, his maximum pension would be $166.29. If an em- 
ployee had earnings in every month of not less than $350, it would take 
him more than 7 years before his monthly annuity would be increased 
by as much as $5. 

Of course, the passage of H. R. 7840 would have no effect on the 
annuity of the employee whose compensation does not go above $300 
a month and it provides for no increase in the annuity of an employee 
who has already retired. I think Iam right when I say that you are 
not going to find any employee who is pacticularly el: ited by the pros- 
pect ‘that he will be able to increase his an uity by 69 ce nts a month for 
every year that he works with earnings cf not less than $350 a month, 
having paid increased taxes of $37.50 ir each of those years. 

H. R. 7840 not only increases the railr ad-retirement compensation 
hase from $300 to $350, but also provides the same increase in the base 
for unemployment-insurance purposes. The President has made some 
recommendations with respect to the State unemployment compensa- 
tion laws, but he has made no recommendations in regard to increasing 
the States unemployment tax base. The State laws have a base of 
$3,000 a year or $250 a month. With the railroad tax base for unem- 
ployment already $50 more a month than the tax base for outside 
industry, there can be no justification in further increasing the railroad 
base. 

I do not wish to take advant: ee of you while appearing on other 
bills in order to reargue H. R. 7840, but I do think it isa bill that would 
certainly be a hard one for me to swallow if I were a member of your 
committee. 

Mr. Chairman, I think that I have concluded my remarks. 

The Cuatrman. Are there any questions ? 

Mr. Heselton ? 

Mr. Heseiron. I was interested, Mr. Fort, in what you said with 
regard to the comparison between the railroad-retirement plan and 
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the social-security plan, particularly because I had noted further on 
in your statement that you said this in connection with it: 

In these circumstances it seems clear that no changes should be made in the 
work-limitation provision in the railroad system which are not on all fours with 
similar provisions in the social security system. 

I realize that you undoubtedly prepared your statement before the 
House took action yesterday on the social-security changes, which 
makes me wonder, whether it was your thought that the provisions of 
the railroad-retirement legislation should be changed only in accord- 
ance with the most current version of the social-security law ? 

Mr. Forr. I would not undertake to say that you should have an 
inflexible rule. 

Mr. Heseiron. That is all, Mr. Chairman. 

The CuarMaNn,. Are there any further questions ? 

Mr. Beamer ? 

Mr. Beamer. Mr. Fort, continuing a little further with that particu- 
lar thought, I was impressed or, rather, I was wondering, shall I say, 
about your consideration and your thoughts on the social-security sys- 
tem?’ I think you made the statement that after a certain number of 
years under one of the proposed bills that the entire fund would be 
exhausted by a certain date, and I believe you said 1975. 

I am wondering whether you have made any estimate on the social- 
security system itself. How long would that particular fund continue 
unless the rates are increased ¢ 

Mr. Fort. The figure I gave was the figure that I got from the Rail- 
road Retirement Board from their statement. 

Mr. Beamer. Those figures apply purely to that one statement ? 

Mr. Forr. Yes, sir; I have no knowledge as to when the railroad 
retirement fund would be exhausted, and I have no knowledge as to 
when the social security fund would be exhausted, but you must bear 
in mind, Mr. Beamer, that no doubt by virtue of that integration which 
Mr. Heselton called attention to this morning, and which is covered 
so well in the report to which Mr. Lyon referred, the employees in the 
railroad industry are now getting all of the benefits provided by social 
security at the same cost to them and the railroads that those same 
benefits cost everybody else. 

The difference between the railroad and social security systems is 
in the additional taxes paid and the additional benefits received under 
the railroad system. 

The integration between the systems amounts to this: 

The railroad retirement fund pays each year to the social security 
fund the amount of taxes which railroad employees would pay to 
that fund if they were under social security, and each year the 
social security fund pays to the railroad retirement fund the amount 
that social security would have paid in benefits to retired railroad 
employees or their survivors if those employees had been subject to 
the social security law during their an liehiont with the railroads. 

The benefits that the social security system provides are available 
to and are obtained by the railroad employees at the same costs to 
them, and at the same cost to the railroads as those same benefits cost 
outside industry and its employees. 

Mr. Beamer. May I ask one question further ? 
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Some suggestion was made that perhaps this integration should 
extend for a 15-year period instead of a 10-year period, in the social 
security system. 

What financial effect would that have / 

Mr. Forr. I had never heard that suggestion until today, and I 
am not in a position to say. I talked to several people about it, and 
they thought that it would not provide a very substantial amount 
of extra money, and not enough to be significant at all in covering 
the cost of H. R. 5269. However, I believe you can get that informa- 
tion from the Railroad Retirement Board, or could get it from the 
report which it has been suggested the Renn make on the proposals 
submitted by Mr. Stack and “Mr. Sands. 

Mr. Beamer. I have just one last comment : 

I was interested in your comparison of the old fraternal insurance 
funds. I can remember so well when I was very young that some of 
those funds sounded ‘very good, but soon they began to disappear. 
Was that because they did not set up a high enough rate, and paid 
too many benefits ? 

Mr. Forr. Everything considered, the amounts paid into those 
funds were not enough to make the fraternal insurance systems finan- 
cially sound over the years. 

Mr. Beamer. But, it required, shall we say, 50 years to discover 
this error in actuarial practice. 

How many years was it before the fund was depleted? It was quite 
a long time; was it not? 

Mr. Forr. In some cases it was not very long, and in other cases it 
was longer. It varied a great deal between the different funds. 

You see, some of those organizations did not have young men join- 
ing and contributing to support the insurance fund. 

Mr. Beamer. Well, it is not a full comparison. In other words, it 
could not be a full and complete comparison. 

Mr. Fort. Oh; no, sir. 

Mr. Beamer. It is merely a suggestion ¢ 

Mr. Forr. Merely a suggestion; you are right, sir; a similarity and 
not anything more than a similarity. 

Mr. CHarrMan. Mr. Pelly? 

Mr. Petty. Mr. Fort, you made a statement to the effect that if you 
were a member of this committee, and had no other interest, you would 
find it very hard to swallow, as I recall what you said, the idea of 
increasing ‘the base from $300 to $350 a month. 

Mr. Fort. Yes, sir. 

Mr. Petry. If you were a member of this committee, whom would 
you think was better prepared, or authorized to speak for the em- 
ployees, representatives of management or a man like Mr. Lyon, who 
was representing the unions ¢ 

Mr. Forr. What do you mean? Better qualified, or more fully 
authorized ? 

Mr. Pe.iy. Well, I would say who would know the wishes of his 
members ? 

Mr. Forr. I think Mr. Lyon represents the people he represents as 
well as anyone could and certainly he has every means that anybody 
could have to know their wishes. 

On the other hand, the standard railroad labor unions are made up 
of about 114 million employees and undoubtedly there is no unanimity 
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of opinion as to whether the retirement taxes should be increased. 
Some of the employees oppose such an increase. 

Mr. Petty. Well, I think he is one of the best witnesses that I have 
even seen before a committee, so far as his knowledge was concerned, 
and I would say that if he had canvassed the feelings of the people 
he represents so far as the willingness to pay more taxes into the fund, 
even though they would receive little more in the way of benefits, his 
thinking would represent the thinking of the members who come under 
this aaa e fund, rather than, for instance, your own statement. 

Mr. Fort. I did not mean at all, Mr. Pelly, to question Mr. Lyon's 
authority to make his statement, nor did I mean to question the fact 
that he had the support of his organization. I do not think he made 
the statement, and I do not think he would like to, as to what propor- 
tion wanted and what proportion did not want to have this ceiling 
raised. 

I do not know whether Mr. Lyon has that information. I do not 
know what machinery is employed in determining which specific 
legislative proposals shall be supported. I do not believe the brother- 
hoods take a plebiscite. 

Mr. Petty. There are certain democratic processes which the unions 
go through, and like a Congressman, he is a representative who has to 
satisfy his constituents, I would say. 

Mr. Forr. I think he does. If I were his constituent, he certainly 
would satisfy me. I do not want to yield to you at all in your admira- 
tion for Mr. Lyon. f 

On the other hand, I hope you will never have an opportunity to 
test the matter of the railroad workers’ desire that their taxes be 
increased, but if this bill is passed, I think your mail will indicate that 
a great many people will strongly object to the added taxes. 

Mr. Peuiy. 1 will grant you that I think the majority of bene- 
ficiaries would like to have higher benefits without having to pay for 
them, and we are all human, but basically, that is the problem I would 
say that Mr. Lyon and the representatives of the unions have to face 
in recommending the increase in this base. It seemed to me when you 
made the statement that you thought, as I recall, the majority of the 
million and more employees would be unhappy about this, that you 
would like to supplement that a little. 

Mr. Forr. I did not say a majority would be unhappy because I 
have no way to know. However, judging by what has been said to me, 
1 am certain that there is a very large and substantial number of 
people, subject to the Railroad Retirement Act, who do not want to 
pay additional taxes. In fact, you may remember that Mr. Van 
Zandt, when he appeared here on H. R. 7840, said that he came from 
the largest railroad district in the United States, and he knew his 
people did not want to pay taxes on any greater base. I recall that 
Mr. Stack, who represents an undisclosed number of employees, has 
said that his people did not want to pay more taxes, and there have been 
others who have said it. 

I know that all the operating groups, when this same question was 
up here about 3 years ago, came in and very vigorously said that they 
did not want to pay taxes on a higher base. What I have said is based 
on information of that kind. 

Mr. Peviy. Don’t you think that this committee would proper! 
look to the representatives of the entire membe ‘rship and not to any 
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unhappy constituents if this legislation is passe lf We would pass on 
that responsibility and say to unhappy ones “your duly organized 
union representatives have supported this legislation.” “We ‘look to 
them to advise us. 

Mr. Forr. I have no doubt that you are right. How happy the 
recipients would be is another matter. 

The Cramman. Further questions / 

(No response. ) 

Mr. Lyon. First with respect to the discussion of what benefits 
employees would secure if this tax base is increased, I want to call 
attention of the committee members present, particularly Mr. Pelly, 
who may have missed it, there is a table we submitted appearing on 
page 58 of the hearings on 7840. ‘That is much more significant than 
the statement just made about it. 

I want to make this additional very brief comment in view of what 
Mr. Fort said. 

When the 1951 amendments were pending, a proposal was made and 
discussed at considerable length to increase the tax base to 5400 a 
month and not $350, 

When the Senate acted upon the bill they did adopt the increase to 
$350. 

At that time, as Mr. Fort said, there was some disagreement among 
some of the unions about it. Now that has been 3 years ago. That 
matter has been discussed and considered throughout this land among 
employees since, organizations, conventions, and at many places. For 
anybody to now suggest that when we come to Congress this year and 
say we are united in recommending a change to $350 that we are not 
representing the viewpoint of the people we represent, I think they are 
making a grave mistake. We know what we are doing. We know 
what the men want. If we do not know what they want we wouldn't 
be in our positions, I assure you, any more than you would be in yours 
if you did not represent your people. 

I want to make that clear. There is no difference of opinion among 
the employees about it. 

Mr. Fort asked about a plebiscite. We have better ways of know 
ing the wishes of the railroad employees than taking a plebiscite. 

As I said in the statement, we have democratic processes. These 
organizations have lasted a long time, some nearly 100 years. We are 
seme of the most democratic organizations that exist on the face of 
the earth in any line of endeavor and we represent the viewpoints of 
our people, and let nobody make any mistake about it. 

The Cuamman. Anybody else have anything they would like to 
say ¢ 

Mr. Sanps. I would like to ask Mr. Fort a question. 

The CHarrman. We don’t usually allow witnesses to ask other wit 
nesses questions. 

Mr. Sanps. Very well, sir. 

Mr. Forr. As to the benefits provided by H. R. 7840, Mr. aeeee has 
called your attention to a statement in the record of those hearin 

In turn may I call your attention to a letter on page 172 of the 
printed hearings, which goes into that question at some length. It is 
a letter that I wrote to the chairman of the committee. 

The CHarrman. Concerning hearings on 7840? 


Mr. Forr. Yes. 
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I would like to say to Mr. Lyons, if he is still in the room, that I 
didn’t mean to say that he didn’t properly represent the views of his 
organization. I had no thought of doing that. 

What I meant to se ay is that you members of the committee are going 
to find that there are many railroad people who don’t like H. R. 7840. 

The Cuatrman. Mr. Sands, if you want to adopt the same technique 
that Mr. Fort has of speaking to Mr. Fort without asking him a ques- 
tion, I suppose you may do it. 

Mr. Sanps. I would like to make a statement. Mr. Fort just men- 
tioned that the social-security system is assessed, on an interchange 
basis, since 1937. That is on the basis of social-security taxes which 
we might have paid into that fund, and that the benefits received are 
based, that is our benefits are based, on their benefits. 

What I would like to know is this: When social security ups their 
benefits, which they have done since 1937, and again in 1951 under the 
new start formula, even on the $350 base, those amounts are going to 
be difficult to explain to the rank and file railroad worker. 

What I am trying to figure out is how they can determine, when we 
still have a set 614 percent tax rate at this moment, and their tax rate 
has been less than ours, 3 times less over a 34-year period. 

Mr. Hesevron. Mr. Sands, I have a question I would like to ask you. 
Do you recall Mr. Bush asked you this morning this question: The 
people you represent would be perfectly willing to have the 2 percent 
tax utilized for social-security benefits. Then he asked you if that 
still would be the case if the tax rate on the social-security tax were 
increased. 

I do not recall exactly what your answer was. What was it? 

Mr. Sanps. The answer was, as I recall it, that if the social-security 
tax rate increased under the present law, up to 314 percent in 1970, 
that the inclusion of railroad retirement suppleme nti al benefits in ad- 
dition to their basic benefits at their current rate, that the two rates 
would adjust themselves over that long period of years because the 
level cost of social security is reduced when you keep including more 
people under that system. 

Mr. Heseuron. Do you know what the provision of the bill was 
which passed the House this week with reference to increase in taxes? 

Mr. Sands. No, I do not. 

Mr. Hesevron. It is my understanding that that provision called 
for several increases at regular intervals ultimately reaching an 8 per- 
cent level. Does that affect your answer ? 

Mr. Sanps. Yes, it does. 

Mr. Heseiton. Wouldn’t it also have an effect on the portion of the 
testimony which you have submitted here where you compare the two 
systems to the disadvantage of the railroad-retirement level ? 

In other words, what I am trying to say to you, Mr. Sands, is this: 
Obviously the recognition of the amount of benefits to be paid under 
social-security system is in this House+passed measure. They have to 
have more of it. 

Mr. Sanps. That clarifies quite a bit for me. Thank you. 

The CHarrman. What I would suggest in view of the fact there 
has been so much information of a controversal nature brought out 
today, either in the original statements or as a result of the questions 
which have been asked, is this: I am of the opinion it would be well to 
give the privilege to each of you who have testified the right to either 
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revise or extend your remarks. Perhaps some wiil want to do both, 
revise and extend. 

In that way you can make certain that the committee is getting 
your thoughts. 

It is perfectly apparent that the committee has a desire to get in- 
formation that will enable them to make a wise decision. I think that 

can be helped very greatly by those who wish to extend their remarks 
which they have ms ade tod: ay in the light of the questions which have 
been asked of subsequent witnesses or the statements which have been 
made by subsequent witnesses, so that you may feel free, Mr. Stack, 
Mr. Sands, Mr. Fort, and Mr. Lyons to extend your remarks, and have 
in mind, if you will, the suggestion which has been made from several 
sources as to any answer which you may wish to make to either plans, 
proposals, or suggestions which have been made here today in connec- 

tion with any one or more of the bills: 

In other words, the book is open and you can write. 

Mr. Stack, did you have something else to say ? 

Mr. Stack. Mr. Chairman, with reference to the remarks of Mr. 
Carter Fort and his exceptions to some of the remarks in my statement, 
one is an argument that I purposely put in our brief. I talked for the 
taxpayers. 

The CuarrMan. Is this new matter? 

Mr. Strack. No. This is just an answer to Mr. Fort’s remarks. 

The CratrmMan. In other words, it is a rebuttal, is it? Is it in the 
nature of a rebuttal or just an emphasis of what you have already 
said ? 

Mr. Strack. Just an emphasis and explanation of what is already 
stated. 

The CuatrMan. It won’t be too long, will it? 

Mr. Stack. No. I know you gentlemen used to like to fish, and 
there is only one way you can catch fish—bait your hook. 

Many remarks have been made by some of our brothers in the past 
that we are an organization which is a stooge of management. I am 
very glad and thankful to Mr. Fort that he has defined our position in 
connection with the Association of American Railroads. 

The next exception he took to our remarks was regarding the dis- 
abilitv. He claimed those remarks were not correct, that any man 
disabled today on the railroad can get his disability pension. 

I am very sorry to note that Mr. Fort lacks so much knowledge in 
connection with the operation of disability. The biggest trouble 
today is to prove disability. We have thousands and thousands of 
cases all over this country of men that are scarcely able to walk and 
still cannot qualify for a disability pension. 

Mr. Wells, when he was in the Department of Claims at the Rail 
road Retirement Board, was moved out of that position and another 
man put in his place entirely for the purpose of curtailing the dis 
ability under our contract. 

I would also take exception to Mr. Fort’s remarks about the sliding 
scale not saving any money. It is saving New York Central system 
some $70 million a year by having it on a sliding scale from 70 down 
to 65. 

I am sorry, gentlemen, if I took up much of your time but I thought 
it required some explanation. I hope my comments will be taken in 
the proper light. 
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The Caiman. I was just about to say that I hoped the remarks of 
Mr. Stack would not occasion the Board wanting to have anything 
to say. 

Now that a member of the Board is up I am willing to hear what he 
has to say. 

Mr. Harper. I hope that I can speak just a little bit more dis- 
passionately than the previous speaker. 

I wish to say that there is no basis in fact for his statement that a 
director of retirement was removed and another substituted for the 
purpose of curtailing retirement benefits. There is no basis in fact 
for that statement and no excuse for the making of such a statement. 

Mr. Ketxry. There was an inquiry as to how long the record will be 
kept open for the statements. 

The Cuatrman. Mr. Fort said he didn’t want you to get up a hur- 
ried statement. I think perhaps some of the others would want you 
to hurry. 

I can only say that with the session coming to a fairly near end 
that it would be helpful if you could do it as soon as you conveniently 
can. 

If you will keep in touch with the chairman that can be arranged. 

Mr. Sanps. If you are going to have cost figures obtained, there 
have been cost figures produced on the 5 highest years of earnings 
before 1937 and on the 5 highest years of service before 1937 and 
subsequent to 1937, and ose costs are high. 

I would appreciate it if a report could be issued on the cost of the 
5 highest years of earnings only since 1937, or from 1937. 

The Cuarmman. The Board members are present and they have 
heard the suggestion you have made. We would like to have their 
statements made as helpful as they can make them. 

Mr. Fort. I want to thank the committee. 

The CHamman. The committee is now adjourned until further 
notice. 

(The following matter was ordered made part of the record :) 

RAILROAD RETIREMENT BOARD, 
Chicago, Ill., June 24, 1954. 
Hon. CHARLES A. WOLVERTON, 
Chairman, Committee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D. C. 

DraR Mr. WOLVERTON: This is in response to your request to the Railroad 
Retirement Board at the hearings on June 3, before the Committee on Interstate 
and Foreign Commerce, to furnish for the record an analysis of statements 
presented by Mr. Thomas Stack and Mr. Walt Sands at these hearings in support 
of H. R. 5269. 

It will be impossible to list briefly all the errors made by Mr. Stack and Mr. 
Sands and, at the same time, to discuss the fundamental misconceptions and mis- 
understandings of the railroad retirement and social security systems contained 
in their statements. We shall in this letter limit ourselves to brief comments on 
the four methods proposed by Mr. Stack and Mr. Sands for financing their pro- 
posals for benefit changes. The benefit changes themselves are quite thoroughly 
wr eg in my statement read on behalf of the Railroad Retirement Board 

before your committee on June 2 and need not be repeated here. 

We are attaching to this letter a more detailed analysis of the financing pro- 
posals of Mr. Stack and Mr. Sands and of the comparisons they make between 
the railroad retirement and § social security benefits and methods of financing. 
Our analysis includes a discussion of the vital provisions for reinsurance or 
financial interchange with the social-security system, introduced in the law in 
1951—which Mr. Stack and Mr. Sands appear to have overlooked entirely. We 
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request that the attached statement be printed in the record along with this 
letter. 

Mr. Stack and Mr. Sands suggest four alternative methods of providing part 
or all of the cost of H. R. 5269—$235 million a year on a level cost basis—as 
follows: 

1. A gross revenue tax of 2 percent on the railroads. 

2. Increasing from 10 to 15 or 20 years the amount of service required for a 
railroad annuity. The railroad retirement credits for employees with less than 
15 or 20 years would be transferred to the social-security system on the death or 
retirement of the employees. 

3. Transfer all dependent and survivor benefits to the social-security system. 
All dependents and survivors of railroad employees would receive social-security 
benefits at social-security rates from the social-security system. 

4. Coodination with the social-security system. 

We give you now a brief summary of the results of our analysis of these pro- 
posals. A more detailed analysis is given in the attached statements 

1. A gross revenue tar of 2 percent on the railroads.—This proposal seems 
wholly impractical to us. It is completely foreign to the generally accepted 
methods of financing a social-security system. Moreover, it might be construed, 
in effect, to run counter to the terms of the 1937 agreement between the carriers 
and the unions to divide the costs equally between employers and employees. The 
statement of Mr. Stack that his proposal would cost the railroads nothing, while 
an increase in either the tax base or tax rate would be paid by employers and 
employees, shows a lack of understanding of the economic basis for any social- 
insurance system or tax policy. Actually, an increase of $235 million in taxes 
on the railroads or the railroad employees or both is beyond the realm of possi- 
bility regardless of the form in which it is proposed. 

2. Transfer over-10 and under-15, or under-20-year service cases to the social- 
security system.—Mr. Sands appears to believe that this might produce a sub- 
stantial part of the $235 million required to finance the benefits he and Mr. Stack 
advocate. Actually, it would produce only approximately $25 million, if the 
number of years of service required for eligibility were increased from 10 to 15 
years, and $45 million if it were increased to 20 years, amounts insufficient to 
provide any material benefit increases. Moreover, it would have adverse results 
for many employees, 

3. Transfer all dependent and survivor beneficiarics to the social security 
system.—The belief that this proposal would result in a large saving for the 





railroad retirement account apparently results from failure to understand certairz 
tables in the fifth actuarial valuation. While the total cost of dependent and 
survivor benefits under the Railroad Retirement Act is $198.5 million per year 
all but $29.5 million is paid by the social security system to the railroad retire 
ment system under the financial interchange provisions of the Railroad Retire 
ment Act. But even this $29.5 million would not be saved, since most of it would 
be used to pay beneficiaries who would not be eligible under the Social Security 
Act, unless it is proposed that such beneficiaries lose the benefits they now get 


from the railroad retirement system and would not get from the social security 
system. 

4. Coordination with the social security system.—Apparently, Mr. Stack and 
Mr. Sands believe that some form of coordination between the two systems 
would achieve a saving for the railroad retirement system. Mr. Sands quoted 
at length from a report of the Bureau of the Budget dated May 21, 1951, recom- 
mending that higher benefits could be obtained by covering railroad workers 
under the social security system. Evidently, Mr. Sands does not understand 
that, because of the financial interchange provision, enacted in October 1951, 
after the Budget Bureau made its proposal, practically all of the financial 
advantages that can be gained from coordination have already been accomplished. 

Mr. Sands appears to think that the coverage of railroad workers by the social 
security system would decrease somewhat the percentage cost of that system. 
Regardless of whether it would increase or decrease costs, he seems to overlook 
the fact that the social security system has evidently already taken that into 
consideration, as indicated by the following remark on page 1 of Actuarial 
Study No. 38, March 1954, made by the actuary of the Social Security Adminis- 
tration, in which he states the bases on which his cost calculations are predicated : 

* * * (insofar as the actuarial costs of the system are concerned, railroad 
employees are covered by OASI as a result of the financial interchange provisions 
of the 1951 amendments to the Railroad Retirement Act).” 


49702—54 12 
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In brief, the first of the four financing proposals submitted by Mr. Stack 
and Mr. Sands is impractical, and none of the other three offers any hope of 
providing any significant amount of additional funds. 

Sincerely yours, 
UNITED States RarLroap RETIREMENT Boarp. 
By RayMoNnp J. KeL_y, Chairman 


COMMENTS OF RAILROAD RETIREMENT BoARD ON ProposaLs Mavi sy THOMAS STACK 
ANp WALT SANps Berore THE COMMITTEE ON INTERSTATE AND FOREIGN COM- 
MERCE OF THE HOUSE OF REPRESENTATIVES, JUNE 3, 1954 


Mr. Stack and Mr. Sands spoke in favor of the benefit increases that would be 
enacted by H. R. 5269, and presented to the committee certain proposals for 
financing them. The benefit proposals were discussed in the statement of the 
chairman of the Railroad Retirement Board to the committee on June 2, and 
need not be repeated here. Mr. Stack and Mr. Sands agreed that it is necessary 
to maintain the railroad retirement account in a sound actuarial condition. 
They appeared to accept the estimates of the Board that the proposals they 
advocate will cost on a level basis approximately $235 million a year. The 
question then was how to secure additional revenue of this amount. Mr. Stack 
and Mr. Sands together submitted four alternatives. These have been listed 
in the letter to which this statement is an attachment, together with brief 
comments and conclusions on each. 


GROSS REVENUE TAX 


Regarding the first alternative, that is, to adopt a gross revenue tax of 2 per- 
cent on the railroads, nothing in addition to what was said in the letter referred 
to above will be given here. 


TRANSFER OVER 10- AND UNDER 15- OR UNDER 20-YEAR-SERVICE CASES TO THE SOCIAT 
SECURITY SYSTEM 


The second alternative method of providing $235 million is to increase the 
number of years of service required for eligibility for a railroad retirement 
annuity from the present 10 years to 15 years or 20 years. Apparently, Mr. 
Stack and Mr. Sands believe that such a requirement would provide something 
like the amount of money needed to finance the additional benefits proposed. 
Actually, a 15-year service requirement would save only approximately $25 
million a year and a 20-year service requirement, only approximately another 
$20 million a year. These relatively small savings could not, of course, begin 
to finance the benefits proposed. 

The proposal to increase the service requirement is evidently based in part on 
the belief that the employees would lose no benefits and that the railroad re- 
tirement system would gain to the full extent of the benefits it is relieved from 
paying. Both of these assumptions are incorrect. It is easy to see how a large 
number of employees would lose benefits under a 15-year service requirement. 
Most employees retiring in the future on 10 but less than 15 (or 20) years of 
railroad service will have acquired enough social security credits in the re- 
maining years of their working lifetime to qualify for a social security old- 
age benefit. Under the present arrangement, now that the dual benefit provision 
has been repealed, all such employees will retire on 2 full benefits. Under 
Mr. Sands’ proposal, they will retire on a social security benefit only, which, 
in pratically all cases, will be less than the sum of the 2 benefits that would 
otherwise be payable. 

An even more serious loss of benefits will be sustained by totally disabled 
employees who can now retire at any age, and by occupationally disabled employ- 
ees who can retire at age 60, in either case on as little as 10 years of railroad 
service. Employees with more than 10 but less than 15 (or 20) years of service 
will, under the proposal, be deprived of the disability protection now afforded 
by the railroad system. 

The reason why the railroad retirement account would not gain to the 
extent of all the benefits it would otherwise have to pay in the 10-but-under-15 (or 
20)-year cases in inherent in the nature of the financial interchange provisions 
(sec. 5 (k) (2) of the act) which Mr. Sands apparently does not understand. 
That provision requires that “the Federal old-age and survivors insurance trust 
fund [be put] in the same position in which it would have been * * * if service 
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as an employee after December 31, 1986, had been included in the term ‘employ- 
inent’ as defined in the Social Security Act.” Accordingly, the trust fund is 
credited with the additional taxes the social security system would collect and 
charged with the additional benefits and administrative expenses it would pay 
if railroad employment were covered by the Social Security Act In other 
words, the benefits provided by the Railroad Retirement Act are “reinsured” 
with the social security system to the extent of the additional amounts that 
system would pay if it covered railroad service. Consider the following situ- 
ations in the light of the financial interchange provisions : 

(a) An employee with 10 but less than 15 years of railroad service and with no 
social security employment, or with too little employment to qualify under the 
social-security system, can retire today on an annuity of, say, $50, computed 
under the social security minimum provision. The railroad retirement account 
pays the $50 and is reimbursed for the full amount from the OASI Trust Fund 
under the financial interchange arrangement. The benefit cost to the railroad 
system is zero. Nothing would be gained by transferring the case to the social 
security system, since there would then be no reimbursement to the railroad 
system. 

(b) An employee with less than 15 years of railroad service and with enough 
social security employment to qualify for a social security benefit can retire today 
on, say, a railroad annuity of $50 and a social security benefit of $40. Assume 
that, if the railroad service were under social security coverage, the social secu- 
rity benefit would be $75. Under the present arrangement, the employee receives 
$90, the Board pays $50 but receives a reimbursement of $35, and the social 
security system pays $40 to the employee and $35 to the Board. Under Mr. Sands’ 
proposal, the employee would be transferred to the social security system, from 
which he would receive a benefit of $75. That system, having fulfilled its obliga- 
tion, would owe the railroad system nothing under the financial interchange ar- 
rangement. The net result would be that the Board’s obligation would be reduced 
by only $15, not the full $50, and that the employee would lose $15. 


TRANSFER ALL DEPENDENT AND SURVIVOR BENEFICIARIES To THE 
SOCIAL SECURITY SYSTEM 


The third alternative offered by Mr. Stack and Mr. Sands for securing large 
savings is to transfer from the railroad retirement system to the social security 
system all dependents’ and survivors’ benefits. Mr. Sands apparently gets this 
idea from a table in the fifth actuarial valuation which he misinterprets and 
misunderstands. 

First, he sees an inconsistency between tables A-45 and A-46 of the latest 
actuarial report of the Railroad Retirement Board. He seems to question why 
the cost of the survivor benefits as shown in table A—45 is 3 percent of payroll 
whereas in table A-46 the corresponding figure is 2.54 percent. He finds a similar 
discrepancy in the case of spouses’ benefits. It is difficult to see how a careful 
reader could have overlooked the headings of the two tables which explain the 
different nature of the two sets of cost figures. The 3 percent figure of table A—45 
comes under the heading: “Costs without regard to financial interchange with 
OASI:” whereas the 2.54—percent figure of table A-46 comes under the heading: 
“Credits from OASI for benefits based on compensation and wages.” The same 
holds for the 0.97-percent figure and the 0.84-percent figure relating to spouses’ 
annuities. Then, Mr. Sands goes on to say that all the costs for survivor and 
spouses’ annuities shown in table A—45 could be saved if such benefits are trans- 
ferred to OASI. 

The conclusion drawn by Mr. Sands indicates a lack of understanding of the 
tables from which he quotes and a lack of appreciation of the effect of the 
financial interchange between railroad retirement and social security. What the 
figures actually mean is that the railroad retirement system would pay out in 
survivor and spouses’ benefits 3.97 percent of payroll, or $198.5 million a year 
on a level basis ; however, under the terms of the financial interchange provisions, 
the railroad retirement system will receive back on account of the same benefits 
3.38 percent of payroll, or $169 million a year. Thus, the net cost of these benefits 
to the railroad retirement system is $29.5 million a year. Very little of this $29.5 
million a year could be saved by transferring all survivor and spouses’ benetits to 
the social security system, since, in all probability, the railroad retirement system 
would still have to take care of the many thousands of present and future bene- 
ficiaries who would not be eligible for any benefits if transferred to the social 
security system. 
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Only 2 out of 3 of the survivors on our benefit rolls are receiving amounts equal 
to those to which they would have been entitled under the Social Security Act 
if railroad employment were covered under that Act; one out of three would 
receive less (in most cases, nothing at all) under the social security system than 
we are now paying. The first group would lose nothing under Mr. Sands’ pro- 
posal, but then neither would the railroad account gain, since the reimbursement 
now available to it with respect to these individuals would cease. The second 
group would lose all or part of their benefits and the gain to the account would be 
only the amount of that loss, not, as Mr. Sands believes, the full amount of the 
railroad survivor annuities now payable. 

Many wives will also lose benefits. For example, if a retired railroad employee 
is receiving an annuity of $100, but would be eligible if he had been covered under 
social security, for an old-age benefit of $60, his wife’s annuity is $40, but would 
be only $30 under the social security system. Here, too, the account would gain 
under Mr. Sands’ proposal only to the extent of the $10 net loss to the wife, not 
of the full amount of the $40 wife’s benefit the railroad system is now paying. 

It is also interesting to note that Mr. Sands associates the 3.97-percent-of- 
payroll figure from table A-45 with $135.9 million a year. As stated before, 
3.97 percent of payroll is equivalent to $198.5 million a year, not $135.9 million, 
which is presumably the figure of actual disbursements for the last fiscal year. 





COORDINATION WITH THE SOCIAL SECURITY SYSTEM 


The fourth alternative can be dismissed with the statement that it is proposed 
without considering the present situation under which practically all of the 
financial advantages that may be gained from coordination have already been 
realized. 


COMPARISONS OF TAX RATES, COSTS, AND BENEFITS UNDER THE RAILROAD RETIREMEN't 
’ AND SOCIAL SECURITY SYSTEMS 


Mr. Sands asks why railroad workers now pay over 3 times more taxes than 
social-security workers but do not receive 3 times more in benefits. His effort 
to show that railroad workers up to now have not receive 3 times more in benefits 
than social-security workers, predicated as it is on the supposition that the pres- 
ent rate of social-security tax is a proper equivalent of the value of social-security 
benefits, is fallacious and misleading. Mr. Sands might just as well have asked 
why, on January 1, 1954, social-security benefits were not increased by one-third 
to compensate for the increase in taxes from 3 to 4 percent. To pursue this line 
of reasoning still further, one should expect that social security benefits will 
increase proportionately as the tax rate increases according to schedule. The 
fallacy of such reasoning is obvious. 

The point is that no valid comparison can be made between the present tax 
ratios and the benefit ratios for the two systems. In any event the level premium 
for the present Social Security Act equivalent to its existing step-rate taxes on 
employees and employers is somewhat over 6 percent. This—not the temporary 
4-percent rate to which Mr. Sands refers—is a figure comparable to the railroad 
retirement tax of 12% percent. The tax rates under both the Railroad Retire- 
ment and Social Security Acts are graduated. That is, they started at a lower 
rate than the maximum ultimately needed. The railroad retirement rate reached 
its maximum in 1951, while the social-security rate, under the present law, will 
not reach its maximu muntil 1970. 

As just stated, the level cost under the present Social Security Act is somewhat 
over 6 percent as compared with the 12% percent under the Railroad Retirement 
Tax Act. The amendments to the Social Security Act recently passed by the 
House of Representatives would increase the ultimate social-security-tax rate 
to 8 percent. The level rate under these amendments would be somewhat over 
7 percent. 

Mr. Stack and Mr. Sands make several wholly misleading and erroneous com- 
parisons between the benefits and costs of the two systems designed to place the 
railroad system in a relatively unfavorable light. They seem to be completely 
unaware of the provision in the Railroad Retirement Act which guarantees évery 
beneficiary that his monthly benefits may be more, but in no case less, than the 
amount that might be payable under the Social Security Act by virtue of his 
railroad employment. 

The table at the top of page 5 of Mr. Stack’s mimeographed statement is quoted 


out of context from the 1953 report of the Joint Committee on Railroad Retire- 
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ment Legislation (S. Rept. No. 6, pt. 1, January 9, 1953.) That report addresses 
itself to ranges and averages of benefits which were actually paid sometime in 
1952, while Mr. Stack implies that these maximum and minimum figures are 
statutory amounts under the respective laws. Since the Railroad Retirement 
Act has a social-security minimum provision, it is clear that the maximum or 
minimum benefit in any category that is possible under the Railroad Ketire 
ment Act can be no smaller than under the Social Security Act. 

In the distorted context in which Mr. Stack uses it, the following comments on 
the table may be made: 

(1) It is true that we have a few annuitants on the rolls who are receiving 
only a few dollars a month, and a total of 5,000 or less than 2 percent who are 
receiving less than $25. These, however, are individuals with so little railroad 
service that, had this been their only employment covered by the social security 
system, they would have received nothing at all. If, therefore, Mr. Stack wants 
to put $2.50 in the railroad column, he must, to make a fair comparison, put zero 
in the social-security column. Conversely, if he puts $25 in the social security 
column, he must put $25 in the railroad column, since anyone whose railroad 
employment would produce a $25 benefit under the social security system auto 
matically gets at least $25 from the railroad system. The same is true with 
regard to minimum benefits to survivors. The widows, children, and parents 
on the Board's rolls who are receiving less than the minimum amounts payable 
under the social security system would not be receiving anything at all from that 
system if the deceased employee had been working under social security instead 
of railroad coverage. 

(2) The maximum railroad annuity is given as $165.60, and the maximum 








social-security retirement benefit as $85. These figures are applicable at the 
present time. By January 1, 1970, however, the maximum railroad annuity w 
have risen to $182.16, by 1975 to $209.76, ete. The $S5 social-security iximum, 
however, will always remain at that level, under the present law 


(3) The maximum spouse’s benefit under the railroad system is not neces 
sarily $40. For example, if, under the regular formula, an employee’s annuity 
comes to $80 and his wife’s annuity to $40, and if, under the cial-security 
system, there would be payable $85 and $42.50, respectively, the railroad bene 
fits are raised to these amounts under the social-security minimum provision 

(4) The maximum now payable under the railroad system to a widow or child 
is $63.80, as the table shows. However, in 1958, the maximum to a widow will 


rise to $64.05, in 1968 to $69.30, ete The maximum of S63.80 under the social 
security system, however, will remain unchanged under the present lay 

(5) The minimum social security benefit to a survivor is not necessarily $18.80 
as shown. (See footnote to table on p. 235 of the joint committee report from 
which Mr. Stack is quoting.) If an employee with a primary insurance amount 
of $25 leaves a widow and 3 children, for example, the widow will receive a 


social-security benefit of $13.50 and each child a benefit of $10.50. If there were 
+ children, these amounts would be $11.30 and $8.50, respectively ; lower minimums 
are applicable for larger families. 

Apart from these errors and omissions, it is improper to compare two systems 
solely on the basis of maximum and minimum amounts. Only a small percentage 
of the beneficiaries under either system receives either the minimum or the 
maximum; the vast majority receives something in between the two extremes 

Mr. Sands recognizes that comparisons on the basis of maximum amounts are 
faulty and proceeds to compare the averages. He finds that the present aver 
age railroad annuity is less than twice the average social security benefit, and, 
considering the differences in present taxes, concludes that the socin! secnrity 
covered employee “gets more for the dollar” than the railroad employee 

Whether it derives from a comparison of averages or maximums, any such 
conclusion contains a number of serious and basic fallacies Apart from the 
impropriety of basing it on the present social security tax rate instead of on the 
level tax rate, two omissions will be mentioned. It overlooks the fact that many 
railroad annuities are payable longer, because of the disability provision earlier 
retirement age, and less restrictive work clause under the railroad system It 
overlooks, also, the fact that the railroad system has always carried and still 
carries a tremendous load of benefit payments to individuals who would not have 
qualified at all under the social security system. The staggering import of such 
oversights may be illustrated by three sets of figures: 

(a) By the end of 1939, before the social-security system had placed a single 
heneficiary on its monthly payment rolls, the Board had already disbursed more 
than a quarter of a billion dollars in benefits. 
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(b) In 1953, the Board paid retirement or survivor benefits to 125,000 indi- 


viduals, about 20 percent of all its beneficiaries, who would not have been eligible 
for one cent in benefits by virtue of railroad employment if it had been under 
social security coverage. Up to the present time, the Board has paid retirement 
benefits to over 200,000 railroad employees over age 65 who would not have been 
eligible for any benefits under the social security system because of the lack of 
an insured status. It has paid retirement benefits for as long as 12 years before 
September 1950 to 20,000 railroad employees who would have been eligible for 
social security old-age benefits only from that month on. It has paid disability 
retirement benefits starting in some cases at ages as low as the early thirties to 
about 150,000 railroad employees, who, at best, could have received benefits only 
after age 65 under the social-security system. 

(c) Up to the present time the Board has disbursed about $3% billion in retire- 
ment and survivor benefits. The beneficiaries of this huge amount would have 
received only $144 billion from the social-security system on the basis of their 
railroad service had it been credited under that system. Thus, if any statement 
can be made along the lines suggested by Mr. Sands (remembering that any such 
statement would have many qualifications and could be misconstrued), it would 
have to be that, so far, the railroad system has carried a benefit load almost 
three times as large, relatively, as the social security system. 

Another way of looking at the relative sizes of the benefit load would be on 
the basis of the following table, which shows the benefits under each system as 
a percentage of the taxable payroll under that system: 








Benefits as percent of 
taxable payroll Ratio of 
railroad 
Year — - —— retirement 
: . to social 
Railroad Social sean 
retirement security security 
Se A al —| . 
1937 to 1939______- 3.90 0.03 | 130 
1940 to 1946____. 7 3.74 35 | ll 
1947 to 1953 : 6.77 1.38 | 5 
Cumulative through June 30, 1953 - 5.32 . 94 6 





On this basis, the Board’s benefit load has been relatively six times as large 
that of the Social Security Administration. While many other things would have 
to be taken into account, in any event the last column yields a far more valid 
comparison of the two systems to the present time than the thoroughly meaning- 
less “Times more” column in exhibit B of Mr. Sands’ statement. 

However, the Board does not maintain that benefits under the railroad re- 
tirement system are higher in proportion to taxes than benefits under the 
social-security system. In the last analysis, a proper comparison between the 
two systems must take into account future as well as past taxes and benefits, In 
both systems it is intended that the benefits be fully financed by the payroll 
taxes, although in one system the maximum tax rate has been reached in a more 
rapid step-rate schedule than the other. If this principle is observed through- 
out the lifetime of the two programs, the net result will be that each system 
will have provided approximately a dollar of benefits for a dollar of taxes. 
Neither system will pay more benefits in proportion to taxes than the other. 

We shall conclude this portion of our statement with the following observation. 
Generally, the railroad retirement system pays benefits much in excess of those 
that could be had under the Social Secufity Act. The additional benefits, how- 
ever, could not be purchased from the social-security system for a proportionate 
increase in contributions, or, for that matter, for any other contribution. Thus, 
in the absence of the railroad retirement system, it would be necessary to secure 
these additional benefits for railroad workers by means of commercial insurance, 
a self-insured pension plan, or some other arrangement of this type. The cost per 
dollar of benefit would be quite different than is indicated by the OAST level 
premiums. That is the cost which should properly be assigned to the portion of 
railroad retirement benefits in excess of social security amounts. A proportion 
that the ratio of tax rates under the two systems should hold also for the 
benefits available under each system is unrealistic and fallacious. That is why 
practically all the comparisons made by Mr. Stack and Mr. Sands fall on general 
principles. 
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INTEREST RATE ON RESERVE 


Mr. Stack raised the question of whether a greater interest rate could not be 
realized on the retirement account. He apparently has dropped his earlier 
suggestion that more than 3 percent could be realized from State and municipal 
bonds. Mr. Stack says there are “FHA bonds guaranteed by the Government 
that pay 4 percent or better.” He is evidently confused with FHA 4-percent 
individual real estate guaranteed mortgages, which are, of course, an entirely 
different matter from bonds. The Treasury, on page 448 of the Report of the 
Joint Congressional Committee on Railroad Retirement Legislation, expressed 
opposition to the investment of the railroad retirement account in federally 
guaranteed real-estate mortgages. 

Mr. Stack also said, ‘We have Treasury certificates that also pay higher rates 
of interest.” There are no Treasury certificates paying as high as 3 percent. 

The Railroad Retirement Board has not been unmindful of the desirability 
of earning a higher interest rate and, from time to time, has considered its 
possibility, but has never found a practical or safe means of doing so. 

The Joint Congressional Committee on Railroad Retirement Legislation con- 
sidered this matter quite thoroughly (pp. 427-434 and 447-455) in its report. 

There has been in recent years only one public issue of Government bonds at a 
rate higher than 3 percent, namely, the 314’s issued in May 1953, of which $15 
million was allocated to the railroad retirement account. Recently when the 
yield dropped substantially below 3 percent, this $15 million was disposed of 
by the Treasury at a profit of about $1,400,000 to the railroad retirement account 


EARLIER AGE RETIREMENT PROPOSALS 


The basic reasons why the Board does not favor an optional retirement pro- 
vision that would permit the payment of annuities after 35 years of service, or 
at age 60 after 30 years, are fully set forth in the statement of the Chairman 
of the Board and do not need repetition. It is only necessary to point out here 
that Mr. Stack (1) exaggerates the need for such provisions, and (2) under- 
estimates their cost. 

In his statement, he says: 

“Furthermore, there are employes in switching yards and in road train serv- 
ice—many of them in their late fifties—who, under the abnormal conditions of 
their work, are old men, just hanging on, but so crippled by rheumatism, de- 
formed hands and limbs caused by exposure to extreme weather and hazardous 
work for many years, who should be permitted to retire after 35 years of such 
service as an act of mercy. The retirement law in its present form holds very 
little for this class of railroader who, very likely, will never live to attain the 
benefits.” 

Mr. Stack’s contention, of course, is not true. Any Switching or operating em- 
ployee who is “crippled by rheumatism” would almost certainly be adjudged 
disabled for his regular occupation, under the terms of the present law. If he 
has a current connection and as little as 20 years of service (possibly only 10 
if his disability was deemed to be total), he could retire on a full annuity re- 
vardless of his age. Such an employee needs no amendment to the law, which 
adequately protects him now. Considering all claims for disability annuities 
filed with the Board by employees with the necessary age and service qualifica- 
tions (and it is inevitable that quite a few claims are filed by individuals in 
relatively good health), the Board allowed 87 percent of the claims handled in 
1952-53 and disallowed only 13 percent. 

Mr. Stack stated that, if the 35-years-of-service provision were modified to 
permit retirement only in the case of employees who accumulate 35 years of 
service after age 21, the $20 million annual cost, as estimated by the Board, 
would be cut in half. This is an incorrect assumption. In submitting its origi- 
nal estimate of the cost of a 35-year provision without restriction, the Board 
took into account that employees do not necessarily accumulate 35 years of 
service precisely 35 years after their entry into railroad service. Ample allow- 
ance was made for the fact that many employees, especially in their early years, 
fail to receive credit for a full 12 months of service every year. To say, 
therefore, that an employee would have to be more than 56 years of age before 
he can retire under a 35-years-of-service provision does not impose much of a 
restriction. In fact, the previously submitted cost estimate of $20 million a year 
would be reduced by only an insignificant amount. 

In his statement, Mr. Stack questions the Board’s estimate of the cost of a 
provision permitting optional retirement at age 60 after 30 years of service. He 
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does not specifically question the Board’s assumption that 548 out of every 
1,000 qualified employees 60 years of age would avail themselves of this provision 
before reaching age 65, but goes on to say that “no employee would give up a 
job paying possibly $400 per month to lay idle and secure a rail pension about 
one-fourth of his earning power.” It is clear that Mr. Stack is not aware of the 
full implication of the propoSals he is making. A $400-a-month employee has 
no doubt earned at least $300 a month in each month of his best 5 years. Mak- 
ing allowance for the 15-percent increase in the basic formula Mr. Stack pro- 
poses, it appears that the $400-a-month employee could now retire on an annuity 
of $190.44, which is almost one-half, not one-fourth, of his earning power. Add- 
ing the wife’s benefit, his annuity becomes $230.44, which is almost 58 percent 
of his earning power. Now, it is not contended that the typical employee who 
has 30 years of service at age 60 would voluntarily and immediately relinquish 
his railroad job, if he had no other employment in prospect, even if he could re- 
tire on 50 percent of his income, much less on 25 percent as Mr. Stack believes. 
In making its estimates, the Board allowed for retirements during the 5-year 
period from age 60 to age 65. We must also consider the encouragement that 
would be offered to employees at age 60 to leave the railroad industry on a sub- 
stantial annuity and find employment elsewhere, and at the same time build up 
rights to a social security old-age benefit. Such employees could afford to take 
jobs at reduced wages and still enjoy higher total income, because the railroad 
retirement system would, in effect, be “subsidizing” them while they were work- 
ing outside the industry. This, as emphasized in the Board's testimony, would 
operate unfairly and work a serious hardship on the employees who remain in 
the industry until their complete retirement. Such employees would be paying 
taxes for a longer period, would receive benefits for a correspondingly shorter 
period, and would, thus, be paying in part for the benefits of the employees taking 
advantage of the proposal. The enactment of such a provision would impose an 
unfair burden on the rank and file of the workers in the railroad industry and 
on the industry itself. An illustrative example was given in the June 2 statement 
of the RRB of 2 individuals 60 years of age with 30 years of service at $300 a 
month, of whom one retired at age 60 and the second at age 65. It was shown 
that the first, apart from any benefits he may get from the social security system 
for his employment after age 60, has an $11,000 advantage over the second, 
because he gets benefits for a longer period and pays taxes for a shorter period. 

Mr. Stack also believes that a considerable amount could be saved by bringing 
in retirements at ages under 65 in a gradual way, that is, permitting in 1955 only 
retirements at age 64; in 1956, retirements at ages 64 and 63; and so on until 
in 1959 retirements would be permitted beginning with age 60 after the com- 


pletion of 30 years of service Actually, the large additional costs would result 
from a gradual accumulation on the rolls of people who retire earlier than they 
would have under existing law. The reduction in the accessions to the rolls in 


the first few years after the enactment of the proposal would save a little, but 
very soon the full effect would be felt so that the savings would be of rather 
minor consequence, 

The thing to remember is that the man who would wish to retire at age 60 
even though in good health and able to work might otherwise stay in the railroad 
industry past the age of 65 once he remains at work to age 65. The reason is 
that a man 60 years of age is more likely to venture into another job or some 
self-employment enterprise than the man of 65. Thus, at age 60 there will be 
a strong incentive to get on the railroad retirement annuity rolls, especially since 
there is the prospect of building up a social security old-age benefit besides the 
railroad retirement annuity. The man of 65 will not be likely to venture into 
new endeavors. What this means is that permitting retirement at age 60 may 
in effect result in paying annuities, not only for an extra 5 years, but for perhaps 
8 or more additional years. 

Mr. Sands expressed the beli hat few railroad workers would take advan- 
tage of the opportunity of earlier retirement, but would still like to have it 
written in the law so as to give railroad workers the psychological advantage 
of knowing that their system is better than social security. A well thought-out 
retirement system must be very cautious about providing psychological advan- 
tages which may take on very serious financial consequences 





PROPOSALS FOR INCREASING ANNUITIES 


Mr. Stack proposes three different methods, to be applied in combination, for 
fncreasing annuities: (1) To base the monthly compensation on the employee's 
best 5 years; (2) to provide a flat 15-percent increase in the basic formula: 
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and (3) to provide a minimum annuity of 50 percent of the employee's com- 
pensation in his best 5 years. The Board has never opposed any reasonable 
increase in benefits that the system could afford. The issue is primarily one of 
costs, and the Board’s position has been made clear in its statement to the 
committee. It is only pertinent to add here that, as in other instances, Mr. Stack 
exaggerates the need for his proposals and does not apparently fully realize their 
implications. In his statement, he asserts that “The meager pensions that 
retired railroaders receive today can buy less than half of what such a sum 
could when the retirement law was created in the 1930's.” This would be a 
serious criticism if the level of annuities today were no higher than it was 
when the system was created. In this connection, although he mentions them 
elsewhere, Mr. Stack overlooks the 20-percent and 15-percent increases (which 
combine to effect a 38-percent increase) enacted in 1948 and 1951, respectively. 
He overlooks also the minimum provisions enacted in 1946 and 1951 and the 
wife’s annuity provided in 1951, all of which have increased many annuities by 
more than 100 percent over the 1937 level. He overlooks finally the liberaliza- 
tions in eligibility requirements which are not reflected in the average annuity 
payable but. in annuities payable to individuals who would not have qualified at 
all under the original law. A small table on page 517 of the Report of the Joint 
Committee on Railroad Retirement Legislation shows that, while the Consumers’ 
Price Index for 1951, using 1937 as a base, was 181, the relative value of the 
protection afforded by the railroad retirement system in 1951 was 219. 

While not objecting in principle to increases in benefits the Board must pause 
before approving a bill that could have the following typical consequences: The 
average annuity now being awarded is based on less than $200 of monthly 
compensation, averaged, as it is under the present law, over the employee’s 
entire service period. In most cases, an employee with a $200 life-time average 
will have a $300 average over his best 5 years. The annuity now payable on 
$200 and 30 years of service is $124.20. Mr. Stack proposes that we pay $190.44, 
an increase of more than 53 percent, and, moreover, that we start paying the 
annuity at least 5 years sooner 


NORMAL COST FOR CAREER RAILROAD EMPLOYEES 


Mr. Stack says that the fifth actuarial valuation of the railroad retirement 
system shows that new entrants cost only 6.7 percent, and still they are taxed 
12% percent. Mr. Stack is evidently talking about the 7.66 percent that appears 
in Table A-48, page 213 of the 1952 Annual Report. The cost of benefits for 
new entrants who will, as career railroad employees later become eligible for 
benefits under the Railroad Retirement Act is 10.83 percent—rather than 7.66 
percent—to compare with the 12%-percent tax. 


MR. SANDS’ EXHIBIT 


Mr. Sands’ Exhibit A goes through some lengthy calculations supported by a 
multitude of figures in order to prove that railroad retirement taxes have been 
and will continue to be higher than social-security taxes. All this is well known 
and no special exhibit is needed to prove it. 

Exhibit B starts off with a figure of $85, shown as the maximum social-security 
benefit for the years 1940-49, comparing it with a railroad retirement maximum 
annuity of $120 or $144, as the case may be. The placing of these two figures 
side by side would indicate that Mr. Sands was speaking of retirement benefits 
under the two systems. To get a social-security benefit of $85 a month in 1940, 
the retired worker would have had to have a wife age 65 or over and at least 
two children under age 18. This was hardly the typical case. Actual benefits 
under the two systems can be illustrated by the size of actual average annuities, 
not hypothetical maximum amounts. Take for instance the situation at the end 
of 1942. The average social security old-age benefit was then $23.02, while the 
average railroad-retirement benefit was $65.82. True, the social-security system 
was then paying dependents’ and survivors’ benefits which the railroad-retire- 
ment system did not, except for the 4-percent lump sum, but the Board's data 
gathered in the course of the financial interchange studies show that taking, 
for instance, the year 1942, the railroad retirement system paid out in benefits 
almost 6% times as much as the social-security system would have paid on the 
basis of railroad employment had it been covered under the latter. The ratios 
continued to be high also in later years. Thus, in 1949, the railroad retirement 
system paid out 3% times as much as would have been paid under the provisions 
of the Social Security Act. In 1952, that is, after both the Social Security Act 
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and the Railroad Retirement Act had been extensively amended, railroad retire- 
ment benefits were 214 times the corresponding social-security amounts. Thus, 
in the opinion of the Board, comparisons of highly hypothetical situations com- 
pletely divorced from actuality prove nothing whatsoever. Mr. Sands’ Exhibit 
B falls into this category. 

Exhibit C again addresses itself to the hypothetical maximum case. It is inter- 
esting to note that here also Mr. Sands stops at the present social-security tax 
rate—2 percent on employees and employers—thus giving the impression that 
this rate is to remain in effect forever. 

When speaking of minimum annuities Mr. Sands compares $2.50 under the 
railroad retirement system with $25 unaer the social-security system. As is 
explained earlier in this statement, the very short period of service which gave 
rise to a $2.50 annuity under the Railroad Retirement Act would by itself have 
resulted in no benefit whatsoever under the Social Security Act. Thus, when 
railroad service alone is considered, the counterpart of the $2.50 for railroad 
retirement should be zero for social security. 

Exhibit D is apparently designed to prove that the Railroad Retirement Act 
gives nothing more in survivor benefits than the Social Security Act. However, 
what this exhibit fails to mention is that the Board is paying survivor benefits 
to large numbers of individuals who would not have been eligible for any benefits 
under the Social Security Act. The same is true for spouses’ benefits. Further- 
more, the railroad retirement formula will as time goes on result in more and 
more survivor benefits higher than under the formulas of the present Social 
Security Act. This serious omission makes Exhibit D grossly misleading. This 
has been discussed at greater length earlier in this statement. 

Exhibit E does no more than point out that the railroad retirement system 
incurs substantial costs for the payment of disability benefits, something which 
is generally well known without a special exhibit to prove it. Incidentally, it is 
not clear why Mr. Sands used 1947 data for the breakdown of costs by type of 
benefit instead of more recent data which are shown in Table A—45 of the fifth 
actuarial valuation report. The 1947 figures are, of course, no longer applicable 
in view of the subsequent amendments to the Railroad Retirement Act. 

Exhibit F makes the point that 225 individuals covered by the Social Security 
Act, each working 1 month, pay total taxes equivalent to 1 railroad worker 
working continuously for 6 years. It is difficult to see what this comparison 
proves. It could be said, for instance, without a table to substantiate it, that, 
assuming the same monthly amount of tax, 225 individuals who paid social 
security taxes for 1 month each paid total taxes equivalent to one social-secu- 
rity worker who will have paid taxes for 225 months. What conclusion can be 
drawn from a comparison of this type, whether it is made for social security alone 
or for social security and railroad retirement? 

Exhibit G again addresses itself to the hypothetical maximum benefit situation. 
As was done by Mr. Sands throughout his statement, the present social-security 
tax rate is treated as if it were the permanent rate for all years to come, which 
is, of course, not true. Furthermore, since Mr. Sands is speaking of maximum 
amounts, he might have noted that after 1967 the railroad retirement annuity 
ean be considerably higher than $165.60, as shown earlier. 

It may also be noted that the percentage and ratio figures appearing in the 
notes to Exhibit G are in error. Take for instance the second part of note No. 4, 
where it is said that the spouse under the Railroad Retirement Act “now receives 
.0931 (.931%) or 100 percent less” than her social security counterpart. It 
would appear that Mr. Sands was comparing $40 with $42.50. The ratio of the 
two is .941 which means that $40 is 94.1 percent of $42.50, or 5.9 percent less than 
$42.50. Assuming that Mr. Sands meant .931 instead of the .0931 (which is prob- 
ably a typographical as well as a computing error), the percentage figure in the 
parenthesis should have been 93.1 not .931, and the “percent less” should have 
been 6.9 not 100 as quoted by Mr. Sands. Of course, Mr. Sands might have 
realized that 100 percent less means zero, so that a railroad retirement spouse’s 
annuity which is 100 percent less than the social-security annuity will in fact be 
no annuity at all. Other comparisons shown in Exhibit G suffer from the same 
improper use of percentages and ratios. 


BENEFITS TO EMPLOYEES ALREADY RETIRED GIVE NO INDICATION OF TRUE COSTS 


Employees who have already retired under either the railroad retirement or 
social security acts have in general received and will continue to receive in bene- 
fits many times more than what they together with their employers have con- 
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tributed. This is particularly true when the dependent and survivor benefits are 
included. It is therefore fallacious to evaluate the two programs on the basis 
of what has been happening to date. Only level costs offer some basis for com- 
parisons. But even then, the peculiar characteristics of each system would make 
the comparisons subject to many qualifications and exceptions. 


RAILROAD PENSION CONFERENCE, 
New Haven, Conn., Jume 3, 1954 
Hon. CHARLES WOLVERTON, 
Chairman, House Interstate Commerce Commission, 
Washington, D. C. 

Dear Sik: Enclosed is our testimony relating the need for enactment of H. R 
122, or a similar bill, which provides for 30-year, half-pay railroad retirement 
(Maximum annuity $200 a month). 

We regret circumstances has made it impossible for us to present our testi 
mony in person. Therefore, will you include same in the record of the hearing? 

Some 15,000 railroad employees from every craft have signed the enclosed 
petition calling upon the 838d Congress to enact 30-year, half-pay retirement. 
Most of the petitions are enclosed and the remainder will be mailed to you 
shortly. 

As you can see in our testimony, railroaders not only need 30-year, half-pay 
retirement, but want and richly deserve same. Rail workers are called upon to 
make many sacrifices for the good and welfare of our great Nation, business 
and the general public. Also, railoading is extremely hazardous for many 
employees. 

Another major factor why Congress should enact H. R. 122 is the unemploy 
ment problem confronting us and all sections of labor. 

Over 130,000 railworkers have been laid off in the past 14 months. Enact- 
ment of H. R. 122 will permit, and encourage, thousands of railroaders to retire 
immediately. Thus, thousands of those jobless will be able to return to rail- 
road employment. 

One out of every 40 persons employed are railroad workers. Thus to reduce 
unemployment on the railroads is to boost the economy of our country. 

We therefore trust you and the House Interstate Commerce Committee will 
report H. R. 122 out of committee in addition to legislation improving survivor 
benefits, unemployment benefits and restoration of the combined benefits of 
railroad retirement and social security 

Most sincerely, 
C. B. Carrer, National Secretary 


RAL WorRKERS GREATLY NEED, WANT AND RICHLY DESERVE 30-YRAR, HALF-PAY 
RETIREMENT 


(Testimony of railroad pension conference for enactment of H. R. 122, or a 
similar bill, which provides 30-year retirement regardless of age at half-pay 
based on the 5 years of highest earnings (maximum annuity $200 a month) 
We further support increased benefits to survivors and unemployed in 8S. 2930, 
H. R. 7840, plus calling for restoration of combined benefits of railroad retire- 
ment and social security as provided in H. R. 356.) 


The Railroad Pension Conference is a national organization of both working 
and retired railroaders from all crafts and unions. 

Over 15,000 railroaders from every brotherhood, in the past few months have 
signed our petition calling upon the 838d Congress to enact H. R. 122, or a similar 
bill, which provides 30-year retirement at half-pay based on the 5 years of 
highest earnings (maximum annuity $200 a month. 

Rail workers, especially, deserve these retirement benefits as the occupation 
is very hazardous for many in the industry. Further, we are called upon to make 
numerous sacrifices for the welfare of our great Nation, the general public and 
business. Rail men and women work all kinds of hours, holidays and Sundays, 
day or night as the industry and needs of the Nation, public and business de- 
mands. A great many employees are away from home many hours, or days, 
at one’s own expense. All this demands many personal sacrifices from the 
wives and family of railroad men. 
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CONTINUED LAYOFFS OR 30-YEAR RETIREMENT? 


Another major factor why the 83d Congress should enact H. R. 122 is be- 
cause of the thousands of jobless rail employees. Over 130,000 have been laid 
off in the past 14 months. 30-year, half-pay pension would permit, and en- 
courage, Many thousands who need and desire retirement to apply for annuity. 
Thus, this would help in reducing unemployment on the roilroads. One out 
of every 40 persons employed in our country are railroad workers. Thus, enact- 
ment of H. R. 122 would greatly boost the economy of our Nation. 

Labor, March 13, carried a timely cartoon, concerning unemployment entitled 
“A Top Problem” asking the 83d Congress when it was going to do something to 
alleviate the problem. As a matter of fact, all the top labor chiefs in the 
country demand action from Congress. 

Only last year, Mr. T. G. Carroll, president of Maintenance of Way Employees 
stated, regarding unemployment on the Southern Railroad—‘*Men with 30- 
years seniority are walking the streets.” 

Mr. D. B. Robertson, former grand president, Locomotive Firemen and Engine- 
man, told a Boston news conference, ‘The loss of jobs as the industry grows more 
efficient is the biggest concern of the convention.” Some 12,000 in engine service 
alone have been laid off since 1947, Mr. Robertson declared. 


ALBANY MACHINISTS CALL FOR 25-YEAR RETIREMENT 


Recently, Capitol City Lodge No. 1145, International Association of Machinists, 
Albany, N. Y., met with United States Congressman Leo W. O’Brien, requesting 
he introduce legislation amending the Railroad Retirement Act which would 
provide 25-year retirement for unemployed rail workers. 

The necessity for such legislation, the union declared, was due to the fact that 
over 2,000 rail workers in the Albany area were laid off due to the changeover 
from steam to dieselization. Many of these 3,000 jobless railroaders have not 
reached age 65, although they have 25 and 30 years of service. Thus, many will 
have to wait as much as 4 to 10 years before they can qualify for full retirement, 
unless the 838d Congress enacts the proposals urged by this machinists local. 
Further, it is very possible many of the jobless men may never again work for 
the railroad unless 25- or 30-year retirement legislation is enacted. 


THOUSANDS OF RATLROADERS TRAPPED UNABLE TO RETIRE 


In contrast to the unnecessary unemployment situation, we have the problem 
where thousands of rail workers want to retire but cannot because the average 
annuity received is at the substandard sum of $105 a month, not even enough 
for a single person to live on. Thus, these railroaders are trapped ; however, this 
problem need not exist, as Congress can eliminate it by enacting 30-year, half-pay 
retirement. 

The Railroad Retirement Board recently stated: “More aged workers were 
in railroad employment during 1951 than in any previous year since the railroad 
retirement system began.” Some “92,000 individuals, age 65 and over, performed 
some railroad service during 1951” and this “was almost twice the low figure 
reached in 1939.” This situation is practically the same as in 1951 as the 
Retirement Board recently stated that only 15 out of every 100 at age 65 are 
retiring. 

This situation is an unhealthy one for the rail employees and it can be summed 
up thusly: “The system now fails to meet the purpose for which it was set up. 
The pressure to remain in service when the individual should retire is too great. 
The opportunities for the promotion of the younger workers are being blocked.” 
(Railroad Brotherhoods, Senate Labor Committee hearing, June 1948.) 

Unemployment, likewise, is an unhealthy situation. It is dangerous to the 
economy of our country and to business, especially railroad as it causes a drop 
in rail traffic; thus, more and more rail men will become unemployed as the 
condition grows worse. 

Congress will serve the best interests of our country by enacting 30-year, 
half-pay retirement legislation. If for no other reason, Congress should enact 
same to reduce unemployment and bolster the economy of our country. 

We disagree with those who incorrectly maintain that a railroad retirement 
annuity is merely for the purpose of supplementing a person’s savings. Very 
few can save much money these days; thus, the necessity for a living annuity to 
meet the needs of the day. 
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WHY AVERAGE ANNUITY SUBSTANDARD 

The substandard average annuity of $105 a month is due to the unjust methor 
Congress uses in computing annuities. Two periods are used: 

1. The depression years 1924 to 1931 are averaged, and added to 
2. The highly taxed years from 1937 to retirement Employee and carrier are 
each taxed 6144 percent on $3800 of each month’s wages 

3. Congress is using part of our retirement tax to build a gigantic reserve to 
total some 81% billion, the interest of which is expected to finance railroad 
retirement for perpetuity. Railmen do not object to a modest reserve, but we 
do feel it is not our obligation to have to assume the responsibility of financing 
railroad retirement forever in the future. 

Therefore, a half-pay annuity (maximum $200 a month) based on the 5 years of 
highest earnings would be more equitable in determining a fair annuity. It 


would be a more just return on our tax investment. 


THE TOO LATE RAILROAD RETIREMENT SYSTEM 


Under the present setup, retirement is nonexistent for nearly one-third of 
the rail industry. These workers are making an investment in a nonexisten 
future. The Railroad Retirement Board 1950 figures revealed: out of 100 ra 
workers 

30 years old, 31 will not live to age 65; 
40 years old, 29 will not live to age 65; 
50 years old, 24 will not live to age 65. 

Rail workers on the average are retiring around age 68, due mainly to the 
small average annuity. Those lucky to reach age 65, on the average, live to 
about 72 or 73, thus, railmen can only expect to live 4 or 5 years after retiring. 


AGE 65 REQUIREMENT HANDICAP TO THOSE IN ILL HEALTH 


Under the present outmoded, and unnecessary, age requirement of 65, rai 
roaders suffering from middle-aged sicknesses, such as heart, liver and kidney 
ailments, arthritis, diabetes, hypertensions, ete. (and insufficient for retire 
ment) are required to work under handicap. Thus, if Congress would give us 
the option of retiring after 30 years of service, they would make it possible for 
many to live longer. It would also serve the public interest through greater 
efficiency and safety. 

Naturally, everyone entitled to retire at age 60 with 30 years service would 
not apply for annuity. This will keep the cost at a minimum. Experience 
shows that those in good health, having top seniority and holding best paid runs 
and jobs choose to remain working. Therefore, it is necessary for Congress to 
make retirement sufficiently attractive to permit enough men to retire to offset 
the job displacements threatening rail workers. 


30-YEAR, HALF-PAY RETIREMENT FINANCIALLY POSSIBLE NOW 


The pension conference has always considered its proposed legislation with a 
view of the retirement fund’s ability to finance these benefits without increasing 
taxes, and without jeopardizing the soundness of the fund, either now, or in the 
future. 

Congress is now taxing us to help finance retirement for perpetuity. Sec 
ondly, there is over $3 billion in the “reserve” account in the railroad retirement 
fund. Certainly it is just as important for Congress to help retired rail men 
today as it is in the year 2500 and 3000 

The Railroad Retirement Board admits being conservative in operating the 
railroad retirement system. (Quotes from Senate labor hearing May 1948.) 

1. “It should be emphasized that the Board believes that in making cost esti- 
mates and determining tax rates it should use conservative assumptions.” 

2. “It is impossible to fix any tax rate which can be precise for 30, 50, or 100 
years * * * Assumptions must be made.” 

3. “The Board believes the account will be adequate for probably 40 years from 
now and that there will be a large reserve at the end of that time.” 

The nonoperating brotherhoods (House ICC, 1951) stated: “The reserve will 
be completely adequate in perpetuity (this was based on an expected reserve of 
some $814 billion by 1990). 
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Trainmen News, June 1950, stated: “Actuaries and economists of the Railroad 
Retirement Board are attempting to slow up matters by insisting that an increase 
in benefits must mean an increase in taxes. Setting up reserve liabilities for 
55 years hence seems preposterous.” 

Representative Vursell (House ICC, 1951), testified: “There seems to be some- 
thing wrong with this setup. Either the financial structure should be over- 
hauled, or the reserve in the trust fund is being carried at too high a level.” 

For the above reasons, railmen believe the present tax structure, and the $3 
billion reserve can finance 30-year retirement at half pay (maximum annuity 
$200 a month). However, if it is found in the future that a tax increase is 
necessary, rail employees will not object to a 1 or 1144 percent tax increase, nor 
would we object to being taxed on $400 a month, instead of the present $300, 
providing of course we receive a half-pay annuity (maximum $200 a month). 

Therefore, Congress has 1 of 2 choices to make: (1) Perpetuate present setup 
which denies earlier retirement and prevents improved job security, and ad- 
vancements, or (2) enact 30-year, half-pay retirement (maximum $200 a month), 
thereby providing the younger employees opportunity for improved security in 
the industry, and thus reduce unemployment. 


(Thereupon the committee adjourned at 4:20 p. m. until further 
notice. ) 




















